} 


r 


Re EE SS EE 


k 


MAGALINE 
LLSTREET 


and BUSINESS ANALYST 


[Oe ee eee ones j ¢ Se re ee ee ee ee 





omellmes 
women have to 
carry the banners 


ERHAPS you’ll see the story of Joan of 
Arc, as portrayed on the screen by Miss 
Ingrid Bergman. 
It’s a thrilling episode in the world’s history, 
proving that sometimes a woman must take the 
lead in the fight she believes in. 


Modern women, too, must often pick up the 
banners ... in their struggle for the security and 
well-being of their family. 

Though earning the necessities of life is pri- 
marily a man’s job, sometimes it takes a woman 
to insure her family’s future by setting them on 
the only sure road to security ... through ade- 
quate, regular savings. 

For the modern woman, there is one fool- 
proof method of winning her fight for savings. 
It’s United States Savings Bonds—an invest- 
ment with the soundest backing in the world 
... an investment that pays back four dollars 
for every three. 


And there are two foolproof savings plans, 
too. One is the Payroll Savings Plan, for those 
on a company payroll. The other is the Bond- 
A-Month Plan, for those not on a payroll, 
whereby bonds are purchased through the 
checking account. 


If your home is your career, urge your husband, 
and all other working members of your family, 
to start now—today—on the bond-saving plan 
for which they are eligible. 


If you are working, sign up yourself at your 
firm or bank, and influence the other working 
members of your family to do the same. 


Soon the bonds will start piling up. 


Soon you’ll know that confidence in the fu- 
ture which only comes through saving. 


It’s a wonderful feeling for anyone. And for 
a woman—how doubly wonderful! 


AUTOMATIC SAVING 
IS SURE SAVING 
U.S. SAVINGS BONDS 


Contributed by this magazine in co-operation with the 


Magazine Publishers of America as a public service. 
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Dividend Janvary 

Notice re 

Burlin gton Mills 
CORPORATION 


The Board of Directors of Burlington Mills 
Corporation has declared the following reg- 
ular dividends: 


4% CUMULATIVE PREFERRED STOCK 
$1 per share 


3%2% CUMULATIVE PREFERRED STOCK 
871 cents per share 


3%2% CONVERTIBLE SECOND 
PREFERRED STOCK 
872 cents per share 


COMMON STOCK ($1 par value) 
(47th Consecutive Dividend) 
372 cents per share 


Each dividend is payable March 1, 1949, 
to Stockholders of record at the close of 
business February 3, 1949. 


STEPHEN L. UPSON, Secretary 
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ELECTRIC BOAT COMPANY 


445 PARK AVENUE 
NEW YORK 22, NEW YORK 


The Board of Directors has this day declared 
a dividend of twenty-five cents per share on the 
Common Stock of the Company, payable March 
7, 1949, to stockholders of record at the close of 
business February 18, 1949. 


Checks will be mailed by the Bankers Trus' 
Company, 16 Wall Street, New York 15, N.Y 
Transfer Agent. 


R .P. MEIKLEJOHN, 


reasurer. 


January 27, 1949. 














UNITED STATES LINES 
COMPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
March 10, 1949 to holders of Common 
Stock of record February 25, 1949 who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 

Holders of former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
holdings will be paid this dividend when 
exchange is made. e 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4,N Y. 





























= CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%4) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 1, 1949, to stock- 
holders of record at the close of business 


March 15, 1949. Books will not close. 
SHERLOCK McKEWEN. Treasure 
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EXPERIMENTAL ALL-WEATHER JET FIGHTER | 


Photo by Northrup Aircraft, Inc. 


The Northrup XF-89, now undergoing tests for the Air Forces, is equipped with X-ray eyes 
that enable it to penetrate darkness, fogs and storms, while its twin jet engines provide 
high speed. Among many up-to-date improvements, a power operated cockpit canopy and 
ejection seats are furnished to minimize bail out hazards for the crew of two. This speedy 
fighter has been designed to permit rapid construction on short notice, hinging upon the 


current rigid tests. 
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The Trend of Events 


“BOLD NEW PROGRAM’. . . Few statements by 
President Truman have stirred such widespread 
discussion and conjecture as his proposal of a “bold 
hew program” to develop backward areas and raise 
living standards throughout the world. But while 
implications of such a program may well stagger 
the imagination, there has as yet been no clarifica- 
tion of details on even the broadest scale. It will take 
months, Washington thinks, until we shall have 
some official indication of concrete thinking in re- 
spect to implementation of the plan. Yet there can 
be little doubt about its basic intent. - 
_ Essentially it is a forward looking plan, one look- 
ing beyond the expiration of the Marshall Plan. Up 
to the present time, Administration efforts through 
ERP have been mainly directed towards restoration 
of the European economy while policy elsewhere has 
been rather vague in many respects. The beneficial 
results of the Marshall Plan are now becoming 
apparent but it is also evident that by the time of 
its expiration, in 1952, the original goal will not 
have been met. There will be continued need for 
American support and such support is now visual- 
wed through development of Western European 
colonial territories or dependencies, as in Africa 
and South East Asia, working to the direct advan- 
tage of the Marshall Plan countries concerned. It is 
thought that American investments in such areas 
could be productive of dollar returns that could help 
straighten out balance of payments problems. Apart 
from that, they could redound to the benefit of our 
stockpiling program, still far behind original goals. 
To all this, however, there may well be an im- 
portant political and ideological counterpart, in form 
of the idea that the best way of fighting communism 
is the lifting of living standards in poverty stricken 


areas of the world, at the same time providing out- 
lets for American surpluses. 

The vague outlines of the program thus far avail- 
able suggest that our contribution will consist prin- 
cipally of ideas and technical know-how though in- 
creased lending by the World Bank and the Export- 
Import Bank are probably also envisaged, apart 
from encouragement for American private capital 
to go into some areas on an equity basis. As to the 
latter, of course, much will depend on the type of 
guarantees hinted in the President’s speech. 

It is understood that the World Bank has tenta- 
tive plans for new public issues of bonds here and 
abroad, but principally in this country. Though this 
might prove the major feasible means for exporting 
private American capital, it is likely that the Bank 
will play a relatively minor role in international 
lending. 

While foreign interest in the new program is con- 
siderable, there will doubtless be major difficulties 
in any really sizable program for the development 
of foreign areas by American capital. While it would 
be beneficial to the countries concerned, other na- 
tions have their own interests in these areas which 
they would not readily relinquish. Hence the possi- 
bility of a clash of interests should not be minimized 
though there is no question about the worldwide 
readiness to accept dollars, on certain conditions. It 
is one of the reasons why that phase of the Presi- 
dent’s suggestion concentrating on know-how and 
techniques is likely to be the more successful phase 
of the program, if and when a real program is 
actually developed. 

One might ask, moreover, what will happen if 
private capital is reluctant to go overseas? Will the 
Government then supply the money, at the tax- 
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payer’s expense? The question 1s by no means far- 
fetched, since we are already waist-deep in foreign 
aid programs calling for substantial capital invest- 
ment. With our own domestic enterprises having 
difficulty in raising needed equity capital readily, the 
question of enlisting new equity money to uplift the 
world’s great areas of marginal civilization is justi- 
fiedly regarded as rather academic at this time. 


A GOOD EXAMPLE... The recent advance declara- 
tion of four quarterly dividends payable during 
1949 by U. S. Pipe & Foundry Co. strikes us as an 
excellent example worth emulating wherever practi- 
cable. Such a policy, it would seem, could do much 
to overcome investor apathy among wide classes of 
present investors and additionally should facilitate 
the task of tapping the great market of potential 
new investors, those who keep aloof from common 
stock investment principally for reasons of stability 
of income return. The prospect of reasonable divi- 
dend continuity at a rate that by no means need be 
a maximum rate, should appeal to all those who 
place empasis on assured minimum income and are 
dissatisfied with the meager return from fixed in- 
vestments or savings bank deposits. In the case of 
U. S. Pipe & Foundry Co., not only are stable quar- 
terly dividends assured for the entire year, but the 
prospect is held out for additional extra payments 
whenever, upon quarterly review, such payments 
are warranted by conditions. It requires little imagi- 
nation to see how such a policy can make for wider 
investor acceptance which in turn should find reflec- 
tion not only in the market valuation of a stock 
but in a broadened market useful in the event of 
any future equity offerings. 

Naturally not all corporations could safely adopt 
such a course, particularly those whose business is 
subject to wide cyclical fluctuations. Nor is there 
probably, in the case cited, any implied intention of 
long term assurance of dividend continuity which 
obviously cannot be given. But even reasonable and 
relatively shorter term continuity would seem a goal 
worth striving for. There are many companies noted 
for dividend stability and for them it would be a 
relatively safe step, including a good many of those 
who are not currently maintaining a regular rate. 
Perhaps dividend continuity could be further as- 
sured by creation of dividend reserves. A steady 
rate of payments thereby made possible would, from 
the investor standpoint, be preferable to the cus- 
tomary policy of paying big extras in lush times and 
cutting or omitting dividends when earnings are 
poor. 

We feel this is something worth thinking about 
if only from the standpoint of stockholder relations. 
Such a policy might well encourage private stock 
ownership, assure a broader market for a company’s 
stock and above all create greater appreciation 
among the public of the advantages and problems 
of private enterprise. 


ECONOMIC STORM ... The long-awaited economic 
storm in Argentina apparently has broken recently 
with the order of the new National Economic Coun- 
cil halting all transfers of funds and the importation 
of goods from abroad. The order is primarily de- 
signed to provide a breathing spell during which 


fiscal authorities can take stock and devise meas. 
ures to improve economic conditions. 

The necessity for stern measures, a thorough | 
financial house-cleaning, has been long obvious and 
informed opinion anticipates a devaluation of the 
Argentine peso prior to resumption of normal trade | 
and authorization for foreign exchange for import 
purposes. As against an official peso rate of five 
pesos to the dollar, the rate in black markets re. 
cently has fluctuated between nine and ten pesos, 
And during 1948 alone, the Central Bank’s gold and 
foreign exchange reserves have fallen some 34% to 
about $485 million, much of it in blocked sterling. 
Meanwhile the domestic note issue rose sharply and 
domestic inflation has become a serious problem. 

It is clear that Argentina is faced with the need 
of a thorough revision of her economic policies. Her 
policy to get higher than world market prices, fre- 
quently bordering on extortion, has not only led to 
her exclusion of ECA benefits, but in the face of 
declining world market prices has become all but 
untenable. For increasingly, Argentina found that 
she could sell relatively little of her goods to the 
rest of the world, while her imports from abroad, 
though controlled, continued to run considerably 
beyond what she could afford. The hope is that 
Argentina’s sudden action will lead to constructive 
measures that will not only result in rehabilitation 
of her financial economy but enable her to take a 
more constructive role in efforts towards world 
recovery. 


BE PRECISE ABOUT IT... It is already obvious that the 
Administration’s labor legislation will have no easy 
sledding in Congress. The first week’s hearings have 
shown a deep split between the various factions, and 
they have also revealed unnecessary confusion on the 
part of the Administration in taking a stand concern- 
ing the President’s powers to put down “national 
emergency strikes.” 

It is conceded all around that the Government must 
do something when such strikes threaten but Secre- 
tary of Labor Tobin says it should not use court in- 
junctions. Instead he wants to rely on the method © 
proposed in the Administration’s labor bill which in- 
cludes no injunctive power but would authorize the 
President to call for a voluntary 30-day waiting 
period during which, Mr. Tobin contends, “public 
opinion would produce peaceful settlements.” 

We doubt very much whether this would work, 
whether public opinion would suffice to ward off 
emergency strikes. Past experience indicates that 
such a method will not adequately protect the public. 
The same doubts naturally assail many members 0! 
Congress, thus it became necessary for the Adminis- 
tration to issue certain assurances. These were in the 
form of a legal opinion by Attorney General Clark, 
stating the belief that even if the Administration bill 
becomes law, it won’t prevent the Government from 
using injunctions. Even without specific authority 
from Congress, he asserted, the President has “‘ex- 
ceedingly great” power to act in emergencies and the 
Government would have access to the courts in any 
national crisis. 7 

All of which makes for a slightly ridiculous situa- 
tion, particularly as far as Secretary Tobin is con- 
cerned. He has been tell- (Please turn to page 542) 
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THE HIGH CRIME OF INFLATION: 
How to Restore the Purchasing 
Power of the Dollar 

The vicious spiral of inflation has 
taken hold of our economy, a financial 
boa constrictor coiling around and 
around and ever mounting higher. 

What are the causes of this appalling 
spiraling of money, prices and wages? 

Can it be stopped? What will happen 
if it is not stopped? If it can be stopped 
what measures are needed, and how 
quickly can they be applied? 

These questions are definitely an- 
swered in this book, and easily applied 
procedures are set forth for stopping 
the inflation at once and gradually re- 
storing the purchasing power of the 
dollar. 

Edwin Hopkins 


BANKING 
By W. J. Thorne 

Among the millions who make use of 
banks, including the Post Office Savings 
Bank, few are aware of the numerous 
services rendered by the institution of 
banking both to the individual citizen 
and to the world of commerce. Some 
understanding of the banking system is 
at once a help and a protection to every 
member of the community, and Mr. 
Thorne’s book is designed for those who, 
without wishing to read a detailed 
thesis, desire to learn how British bank- 
ing has evolved and how the functions 
performed by bankers fit into the na- 
tional economy. After giving a brief out- 
line of the history of banking, the author 
deals with the existing situation and de- 
votes a chapter to the future; he also 
records in some detail the development 
of the Bank of England up to its nation- 
alization, while the final chapter surveys 
the banking systems of other countries. 
A section of particular interest to all 
account holders discusses the Banker, 
the Customer, and the Law. 
Oxford University Press 


$4.00 


CHARTER FOR WORLD TRADE 
By Clair Wilcox 

A document of global importance... 
was completed in March, 1948, when 
over fifty countries wrote the “Charter 
for an International Trade Organiza- 
tion” at Havana, Cuba. It may prove 
the greatest step in history toward order 
and justice in world economic relations. 
In 1949 national legislatures throughout 
the world, including the United States 
Congress, meet to take the Charter 
under consideration. Every citizen has a 
tremendous stake in the outcome. 

The Havana conference produced not 
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only one significant agreement, but six 
—one on trade policy, one on cartels, one 
on commodity agreements, one on em- 
ployment, one on economic development 
and international investment, and the 
constitution of a new United Nations 
agency in the field of international trade. 

A Charter for World Trade gives the 
historical background of the Charter, 
outlines the difficulties it was designed 
to meet and the great obstacles that con- 
fronted it, and tells the story of the com- 
plex negotiations which produced it. 
Each of its provisions is clearly ex- 
plained and analyzed. Far from being 
uncritical propaganda, this book is an 
honest appraisal, balancing the strong 
and weak points of the Charter, and 
arguing, on the balance, for ratification. 

The book contains a complete text of 
the Charter, a Reader’s Guide to it, and 
a foreword by the Honorable W. L. 


Clayton, former Under-Secretary of 
State. 
Macmillan $4.50 


FOREIGN ECONOMIC POLICY 
FOR THE UNITED STATES 


By Seymour E. Harris 


Here is America’s foreign economic 
policy explained and commented upon 
for the general reader by twenty-five 
scholars and experts, many of whom 
played an important part in evolving the 
policies described. United States partici- 
pation in international economic agen- 
cies and the European Recovery Pro- 
gram; our economic relations with Can- 
ada, the United Kingdom, Germany, 
Russia, China, Japan, and Latin Amer- 
ica; and the problems of international 
disequilibrium and dollar shortage are 
thoroughly and competently discussed. 

Foreign Economic Policy is a timely 
book about a topic which is of great con- 
cern to 140 million Americans, and per- 
haps of even greater importance to 2 
billions living abroad who look to the 
United States for the goods and services 
which will restore economic stability and 
prosperity. 

The contributors, outstanding practic- 
ing and academic economists, include 
American and foreign experts from gov- 
ernment service, consultants and advis- 
ers to the State Department, Federal 
Reserve experts, members of the Presi- 
dent’s Committee on Foreign Aid, occu- 
pation authorities, and representatives 
of international agencies. They are 
listed on the back flap of this jacket. 

Mr. Harris is a professor of economics 
at Harvard University and is the author 
or editor of many books, the most recent 
being The New Economics, How Shall 


We Pay for Education? and Saving 
Capitalism. 
Harvard University Press 


CONFLICT OR COOPERATION? 

How can we arouse enthusiasm for 
production among all groups in our eco- 
nomic life? 

We are awake to the importance of 
that question, but we do not yet have the 
whole solution. We do know that men 
work best together, as individuals or as 
groups, when the goals for which they 
strive are compatible, and their energies 
are not wasted in conflict. 

The Fund’s Labor Committee, which 
includes employers, representatives of 
organized labor, economists, and mem- 
bers experienced in public affairs, has 
explored the roads to mutual under- 
standing by a study of the major goals 
of labor and management. 

Partners in Production faces these 
issues one by one, and shows the great 
extent to which they can be reconciled 
in the interests of both parties and the 
nation as a whole. 
Twentieth Century Fund 


THE MONETARY PROBLEM 
OF FRANCE 
By Pierre Dieterlen and Charles Rist 

With the beginning of the European 
Recovery Program, the problem of mone- 
tary and financial reconstruction of 
France, the key nation in the European 
monetary situation, is of vital concern to 
the world. This timely study provides a 
valuable guide for analyzing all acute 
problems of European reconstruction 
and clearly brings to the fore some basic 
economic truths which must be heeded if 
Europe is to accomplish a real economic 
and monetary revival. 

Following a description of the devel- 
opment of the French monetary situa- 
tion up to 1944, the authors analyze the 
factors responsible for the situation 
existing at the time of liberation. In sep- 
arate chapters, financial and economic 
problems such as the decrease in produc- 
tion and transportation disorganization 
are investigated and the effect of “liber- 
ation psychosis,” with its attendant po- 
litical instability, upon the problem of 
forming an effective monetary policy is 
closely studied. Internal and external 
factors relating to currency are dealt 
with in separate sections in which the 
Belgian experiment is examined. 

Here, in plain and courageous lan- 
guage, is an important work by two out- 
standing experts who do not hesitate to 
underscore the mistakes which have been 
made and to emphasize what must be 
done to restore order and prosperity to 
the French economy. 

This volume is the second in a series 
published for the Carnegie Endowment 
for International Peace. 
Kings Crown Press 


$6.00 


$1.50 


$2.50 
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Market Reappraising Trends for Individual Issues 


Stock prices have softened over the last fortnight, largely on speculative and professional 
selling. We continue to expect only a moderate, orderly economic adjustment, already very 
substantially discounted by the market. There is no change in our general policy. 


By A. T. MILLER 


i before have stock prices been determined 
by the buying and selling of so small a percentage of 
stockholders. During the past two years, whether the 
intermediate trend was up or down within the 30- 
point trading range plotted by the Dow-Jones indus- 
trial average, the overwhelming majority of investors 
sat tight. The upswings were made by a trickle of 
investment buying, the downswings by a trickle of 
investment selling; both largely influenced by, and 
accentuated by, the normally mercurial operations of 
traders, especially those on the floor of the Stock Ex- 
change, and the equally mercurial advices of brokers. 
Hence, over 99 investors out of 100 are merely puz- 
zled bystanders when a sudden selling wave starts, 
without clear relation to any news development. 

For considerable periods of time — and this has 
been so for the last two months — we have had 10- 
point ranges within the middle zone of the old 30- 
point trading range. In such phases it takes relatively 


little rally to make the market “look good,” relatively 
little reaction to make it “look bad.” The latest shift, 
begun as a slow recession in late January and taking 
somewhat pronounced form in the final two trading 
sessions last week, February 4-5, has been to the re- 
actionary side. It is already enough to cancel the bulk 
of the December-January rally in the industrial aver- 
age, to check the previous impressive recovery in 
utilities, preferred stocks and investment-grade se- 
curities generally, and to put the rail average, which 
had long been lagging, to the lowest level seen in 
some months. 


New Base Needed 


At this writing the Dow industrial average is still 
over 4 points above its November 30 post-election re- 
action low, 10 points above the March, 1948, low and 
12 points over the double-bottom lows of about 163 

seen in the autumn of 1946 and the 
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fidence has been lower than investment 
confidence. Thus, our weekly index of 
320 stocks was quite sluggish on the 
year-end rally, and has now dipped 
under its 1948 low, but is still an appre- 
ciable distance above the 1947 low. The 
index of 100 low-priced stocks not only 
had no year-end rally but, contrary to 
the general list, made its 1948 low not 
last spring but as late as December 31, 
and has now broken the latter low. It 
stands at 134.10. The low for the whole 
trading-range period since the 1946 
market break was 124.35, seen in the 
spring of 1947. 


has also weakened though as of Febrv- 
ary 4, the two lines were still fifteen 


that a new base of support may eventu- 


The broader the index you use, the | 
more speculative stocks there will be | 
in it; and for some time speculative con- © 


180 
id For reference, the index of 100 high- 
priced stocks stands at 76.16, compared | 
160 with lows of 75.27 last year and 72.58 | 
150 in 1947. As will be seen from the accom- 
140 panying chart, the relationship between 
130 supply and demand within the market 
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better than purely technical YEARLY RANGE 
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rallies can develop. We con- 
tinue to believe that it is 
probably a broad trading- 
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range market, rather than 
a “major-trend” market 
either way for the foresee- 
able future. 

Suppose the 1947 lows are 
eventually broken? In that 








case will it shape up as a 
bear market? The answer 


Th 


has to be yes, but — in our ! | 
opinion — a bear market of it 


comparatively minor scope, 
despite long duration; and 

















one in which the great bulk 
of the maximum damage 
had been done at the 1947 
lows. There is precedent for 
this view. Thus, the bear 
market which began in No- 
vember, 1919, discounting 
the 1920-1921 deflation, ran 
well into 1921, but the 1921 
low was only slightly under 
that of 1920, although it 
came many months later. 
More important than prece- 
dent, we believe there is 
logic in our view. On the 
one hand, the elements of 
strength in the economy and 
the policies of the Govern- 
ment appear to preclude 
anything more than a mod- 
erate economic adjustment, 
not remotely comparable to 
the 1920-1921 depression. 
On the other hand, this ad- 
justment — throughout 
which, in our opinion, well- 
situated companies will con- 
tinue to pay good dividends 
—has been under process of 
discounting by the market ever since the early sum- 
mer of 1946, when the last bull market topped out. 
That was about 32 months ago. 

Of course, as this is written, it remains to be seen 
whether even the post-election lows for the Dow in- 
dustrials and our index of 100 high-price stocks— 
much less the more significant 1947 lows—will be 
broken. What we are saying is that, in the worst con- 
tingency, we cannot see a valid basis for really serious 
further decline in a market which has been so notably 
conservative for well over two years in its evaluation 
of the inflationary boom and the record-high corpo- 
rate earnings. 
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Business Is Still High 

So far we are getting selective, orderly adjust- 
ments in business, with a rotating succession of soft 
spots, and only a slight over-all decline in production 
and employment. Thus, the market is now actuated 
more by fear of recession, probably exaggerated, 
based on international politics rather than actual re- 
cession. Price inflation is, of course, definitely ended, 
for which the great majority of us ought to be thank- 
ful. The correction has come where it was most badly 


- heeded. That is, mainly in farm products, foods and 


Some individual industrial items which previously 


12, 1949 









TREND INDICATORS 


THE MAGAZINE OF WALL 


100 LOW-PRICED STOCKS 
320 


‘WHE MAGAZINE OF WALL STREET 
100 HIGH-PRICED STOCKS 
i 


DOW-JONES 


» 
. 


a 





__ VOLUME NYSE 
PATA AAT 
at 4 “ 18 a4 

DEC. 


6 13 20 
NOV. 





had gone much too high. It will go somewhat further, 
but it is steadily putting the price structure into a 
better balance and will not spiral into an uncontrolled 
price deflation. Also lower prices, basically, will be 
beneficial for business, a fact that should not be for- 
gotten. Meanwhile, the case for a significant boost in 
corporate taxes, if any, is getting weaker. 

There is undoubtedly increasing awareness of de- 
flationary factors and tendencies, particularly by 
those who in the recent past have become more and 
more recession-conscious. Yet in thinking along such 
lines, one should not ignore the very definite advan- 
tages to business that will accrue from lower prices. 
At least these will help sustain, if not restimulate 
lagging consumer demand, and they will certainly 
facilitate adjustment to the new supply-demand basis 
that now seems in process of establishment. 

Taking seasonal factors into account, especially the 
influence of March 15 Federal income tax payments 
and the effect of higher taxes in New York and some 
other states, the near-term outlook must be viewed 
with caution; but also with the thought that any fur- 
ther reaction will bring up selective buying opportu- 
nities. There is no change in our basic policy. 
—Monday, February 7. 
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By WARD GATES 


bf he extensive forecasts of 1949 business made 
by government and private analysts, now fortified 
by the actual trends in production, trade, and prices 
during January, provide a broad basis for apprais- 
ing the factors shaping the outlook for corporate 
profits. Many investors have become concerned as to 
the squeeze in earnings that may result from such 
developments as higher taxes, increased labor and 
other costs, lower volume in some lines and lower 
prices in others, and from the growing evidence of 
competition and over-production. 

It is undeniable that an enumeration of the 
numerous soft spots, considered by themselves, is 
imposing. It is now generally conceded that the 
boom has ended and that conditions are returning 
to normal. Employment is slackening, sales are slow- 
ing down, and prices are declining. Many companies 
are operating at unusually high break-even points 
and narrow profit margins. Commercial failures, 
abnormally low during and since the war, are rising, 
and the record number of concerns in business, a 
large proportion of which are newly established and 
marginal firms, constitutes a source of potential 
danger. 

When these are set off against the many factors 
still favorable, however, the overall situation con- 
tinues to look unusually strong. Total national in- 
come and its principal components of income from 
wages and salaries, agriculture, dividends, interest, 
and individual proprietorships, are expected to hold 
near the all-time high records. Large and urgent 
demands still exist for the products of such indus- 
tries as iron and steel, nonferrous metals, auto- 
mobiles, railway equipment, television and heavy 
electrical equipment, building materials, petroleum, 
chemicals, and numerous others. 

Moreover, increased government spending will 
offset, in part at least, any slack in private spend- 
ing. This will come both from the increased national 
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defense outlays 
for armament and 
for stockpiling of 
strategic materi- 
als, and from in- 
creased disburse- 
ments for foreign 
aid. Outlays for 
farm price sup- 
ports will con- 
tinue heavy, and unemployment compensation pay- 
ments will increase. State and municipal govern- 
ments also have projected a great deal of additional 
spending for badly needed new schools, highways, 
and other public works. Including private industrial 
and public utility work, as well as residential build- 
ing, total new construction in 1949 will again be 
very large. 

The financial condition of most individual com- 
panies is unusually strong, due to the tremendous 
increase in working capital since 1939. Dividend 
rates, though increased moderately since the war, 
are in most cases low relative to the current high 
earnings, even after the deduction of liberal charges 
and reserves. Many companies could in fact experi- 
ence a substantial drop in reported net earnings 
without endangering their dividend payments, since 
there will be reduced demands for funds to finance 
plant expansion, inventories, and receivables, and at 
the same time an increased creation of cash from 
internal sources through larger depreciation 
charges, not involving any cash outlay, on their 
recently constructed plants. 

In view of these strong supporting factors, and of 
the vast momentum of the business organization, 
any financial collapse seems inconceivable even to 
the most pessimistic observer. 


Totals vs. Individual Experience 


Total corporate income after taxes in 1948 is esti- 
mated at $20.8 billion, a new high, compared with 
$18.1 billion in 1947 and more than double the best 
prewar year. The long-term trend is shown in the 
accompanying chart. 

Dividend payments last year, although estimated 
at a new high of $7.6 billion, were only 37 per cent 
of net income. This left $13.2 billion of retained 
income, also a new high, exceeding the $11.2 billion 
in 1947 which was more than double the best pre 
war year. The huge amount of new capital ob- 
tained in 1946-47 from this source financed 70 per 
cent of the total expenditures for plant expansion 
and modernization, and at the same time built up 
greatly the working capital and net worth. 

Getting down to individual cases, however, it will 
be found, as might be suspected, that the profits 
trends last year were far from uniformly favorable. 
Several hundred of the 1948 annual reports, includ- 
ing companies whose fiscal years closed prior to 
December 31 and which already have been pub- 
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lished, show that generalizations as to profits are 
almost valueless. For example, with the overall 
manufacturing totals showing sales and net income 
about 20% higher, the net income in meat packing 
was down while steel was up, beer was down but 
tobacco up, glass was down but petroleum up, mo- 
tion pictures were down but railroads up, and so on. 

The increase in the combined total of profits, re- 
sulting largely from the unprecedented gains in the 
etroleum and a few other big industries, obscures 
the fact that most other lines experienced little or 
no increase last year, and that the number of in- 
dividual companies reporting increases was only 
slightly larger than the number showing decreases. 
If this divergence of trends becomes more pro- 
nounced with the return of normal competitive con- 
ditions, it will call for extremely careful analysis 
of individual companies on the part of the investor. 


What to Watch 


In making such analysis, the formula to determine 
the current year’s profits and, even more important, 
the dividends, might be set down by the following 
ten items. While of course this cannot be applied 
with exactitude by the outside investor, he can 
nevertheless obtain actual figures on many of the 
items from the published interim reports, and can 
make intelligent estimates on others from informa- 
tion that is readily available. These items to watch 
for changes are: 

1. Volume — physical. 

2. Volume — dollar total, as affected by selling 
prices. 

3. Costs; (a) raw materials and supplies; (b) labor; 

(c) other, including transportation, depreciation, 

ete. 

. Net operating income. 

. Special charges and reserves: inventories, bad 

debts, high cost replacements, contingencies, etc. 

6. Federal income taxes, as affected by proposed 
changes in rates. 

7. Net income after taxes. 

8. Dividends. 

9. Cash budget: cash requirements for plant expan- 
sion, inventories, receivables, repayment 
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War and Postwar Expansion of 

All U. S. Manufacturing Corporations | 

(In Millions of Dollars) 

Dec. 31, Dec. 31, June 30, | 

1939 1945 1948 | 

Cash _ $ 4,570 $11,270 $ 11,213 | 
Government securities . 1,157 11,016 6,623 
Receivables, net .. 7,427 13,569 12,885 | 
Inventories 10,993 17,256 28,039 
Other current assets... ie. RvotAr 1,284 | 
Total current assets 24,147 53,111 60,045 | 
Plant and equipment, net 23,060 25,145 35,778 | 
Other assets 9,532 12,774 7,349 | 
Total assets 56,739 91,030 103,171 | 
Liabilities | 
Accounts payable 4,830 8,322 7,389 | 
Notes payable 2,166 2,734 2,539 | 
Other liabilities 2,049 9,439 11,557 | 
Total current liabilities 9,045 20,495 21,485 
Bonds & mortgages . 5,225 6,385 9,972 | 
Reserves : wee 2,886 | 
Capital & Surplus 42,439 64,150 68,828 | 
Total liabilities 56,739 90,930 103,171 | 
Net working capital 15,102 32,616 38,560 | 
“Current ratio” 2.67 2.59 2.79 | 








ous, though not necessarily the most important in 
the light of current developments. Although it had 
been generally conceded for some months that corpo- 
rate tax rates for 1949 would be increased, the senti- 
ment for the proposed excess profits tax appears to 
have cooled off greatly, in favor of a straight in- 
crease in the combined normal-surtax rate. 
Moreover, the proposed increase in the latter from 
38% to 50% is now by no means certain; some of 
the Congressional tax experts say the increase might 
be to only 45%, and others say the increase might 
not become effective until 1950, while the plan for 
immediate action has given way to one of delay 
until the 1948 tax returns have been analyzed and 





of loans, serial maturities, ete., and cash 
supply from retained net income, depre- 
ciation and depletion charges, bank bor- 
rowings, new stock offerings, etc. 

10. Working capital: change in composition 
of current assets and liabilities, as well as 
change in totals. 

In short, the above factors are exactly 
what the corporation’s own officers and di- 18 
rectors watch in order to measure the cur- 16 
rent earnings and determine fiscal and divi- 
dend policies. 4 


CORPORATE PROFITS AND DIVIDENDS 
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Some Outstanding Factors 





It would be academic, if not impossible, to 
attempt to weigh and reduce to formula each 
of the favorable and unfavorable influences 
listed at the beginning of this discussion, 
plus countless other factors that are peculiar 
to certain companies. Some of the outstand- 
ing factors, however, deserve special atten- 
tion because of their application to practi- 
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cally all lines of business. 





























Of these, taxes is probably the most obvi- 
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the 1949 business trends become more clear. Finally, 
it should be recognized that for the great majority 
of corporations, the 1949 net profits will be affected 
less by the tax rate than by changes in their sales 
volume, costs, and operating earnings. 

Volume of sales thus appears to be the real key 
to the situation. Here the widely divergent outlook 
in different lines must be examined. In many indus- 
tries the high rate of production since the war has 
fully caught up with the deferred demand created 
during wartime, including the refilling of wholesale 
and retail inventories. With ample supplies of goods 
again available, the sellers’ markets and premium 
prices have disappeared and been replaced by keen 
competition and price-cutting. This condition first 
developed in consumers’ nondurable goods, but later 
has been noted in many of the consumers’ durables; 
it should be only a matter of time until it spreads 
into other lines that are still tight. 


Test for Prosperity 


Therefore the test of continued prosperity be- 
comes the ability of an individual company to main- 
tain a good volume of business as the pressure of 
competition becomes more intense. In this coming 
contest for the sales dollar, which should surprise 
nobody inasmuch as it has been anticipated by 
analysts for more than two years, a marked though 
not necessarily permanent advantage will rest with 
those companies that are the oldest established, 
largest, best managed, and most strongly financed. 
This means casualties among the newer and smaller 
enterprises that are able to make money only under 
favorable conditions. 

There will be many exceptions, however, among 
both the large and small companies, which will pro- 
vide profit opportunities for the discriminating in- 
vestor. One of the items to watch closely is the quar- 
terly sales, now published by most companies ac- 
companying interim earnings reports, or else avail- 
able a short time later from figures submitted to the 
SEC. Heavy indebtedness also must be watched 
critically. 

Rising labor costs are similar to rising taxes, in 
that both have been featured as major factors which 
threatened the 1949 profits outlook, but which now 
appear much less formidable than a few months 
ago. The persistent though modest decline in prices 
and living costs has already forestalled demands for 
fourth round wage increases on numerous labor 
contracts that have come up for renewal, and should 
be an even more restraining influence this spring 
and summer. At the same time, the slack in employ- 
ment and increase in unemployment should make 
posible the weeding out of inefficient and indifferent 
employees, improve productivity, lower production 
costs, and reduce the urge of unions to call strikes. 


Labor Attitude 


Unfortunately this gives no assurance that some 
serious strikes will not occur, particularly in cases 
where companies are forced by circumstances to 
lower wage rates. It is unlikely that the strong 
unions, having the sympathetic support of a pro- 
labor administration, will be willing to give up their 
notable gains without a struggle. 

The corporate cash budget, mentioned above, will 
become increasingly important this year. Even 
though net income might decline substantially from 
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the previous high levels, the cash holdings available | 
for dividends might still continue around the peak © 
levels. This will be due to the great increase in work- 
ing capital built up from record earnings during 
and since the war, the lessened drain on cash for | 
financing plant modernization and a greatly ex. © 
panded volume of sales at rising prices, and to the | 
increased flow of cash from depreciation reserves, 


The tremendous improvement in financial strength © 


and liquidity since prewar, and particularly since | 
the end of the war, is indicated by the accompany- 
ing balance sheet of all U. S. manufacturing cor- 
porations. 

How Assets Rose 


It will be seen that total assets were built up 
from approximately $57 billion in 1939 to $103 bil- 
lion on June 30, 1948; capital and surplus increased 
from $42 billion to $69 billion, not including $3 
billion in reserves; and net working capital more 
than doubled, from $15 billion to $39 billion, with 
another $1 billion added in the September quarter 
according to preliminary figures. 

Net valuation of plant and equipment increased 
from $23 billion to $36 billion, which is moderate 
in view of the much larger expansion in dollar vol- 
ume of output, and is explained by the offset to 
gross plant expenditures represented by heavy 
charges for depreciation. In 1939, the net plant 
account was $8 billion in excess of net working 
capital, whereas now the working capital is $2 bil- 
lion in excess of plant account. 

Charges to expense for depreciation, depletion, 
and amortization of all U. S. manufacturing corpo- 
rations, which are a non-cash charge and thus pro- 
vide an internal source of funds, have increased 
from approximately $1.4 billion in 1935 to $3.5 bil- 
lion in 1945, the latest year for which Treasury 
statistics are available. Although 1945 was swelled 
by heavy end-of-war amortization adjustments, the 
trend of depreciation charges has been steadily ris- 
ing, and will step up considerably when applied to 
the vast additions to plant and equipment made 
since the war at high prices. 

In summary, it would seem that the profits out- 
look in individual industries will be determined 
more by the trend of sales and competition, rather 
than by changes in tax rates or labor costs. 1948 
annual reports thus far published indicate that 
where sales decreased as compared with 1947, the 
net income in most cases dropped much more 
sharply or was converted to a deficit. 

Some of the lines that achieved substantial sales 
increases last year and still have a heavy backlog 
of demand are iron and steel, nonferrous metals, 
agricultural implements, automobiles and _ trucks, 
railway equipment, aircraft, television and elec- 
trical generating equipment, heating and plumbing 
fixtures, and shipbuilding. 


Classification of Industries by Demand and 
Competitive Factors 


Industries where competition is already keen, the 
trend of sales has become mixed, and where the out- 
look therefore is less favorable or only average, 
include most branches of the food and beverage 
lines, textiles and apparel, leather and shoes, chemi- 
cals and petroleum, and tires, as well as such dur- 
able goods as lumber, glass, office equipment and 
household appliances. (Please turn to page 540) 
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Evaluating ....+++. 
-& CONSUMER BUYING POWER, 








on spending has always been a major 
determinant of business potentials and for all prac- 
tical purposes, consumer spending means consumer 
buying power. Their relationship is definite and 
well known. 

What with price resistance and declining trends 
in retail trade, the vigor of consumer buying power 
is once more being questioned. Is there enough pur- 
chasing power to sustain our high level economy? 
This is a question not only wide open for debate 
but causing no little concern among merchandisers 
anxious to get at the bottom of the reasons for the 
obvious change in consumer attitudes that has oc- 
curred in recent months. 

During the early postwar years, things were 
vastly different. Employment and incomes set pro- 
gressive new records, wartime savings were tremen- 
dous and above all, there was enormous pent-up 
demand for virtually every type of goods. There was 
no question about the existence of adequate purchas- 
ing power and the urge, even the downright need, 
to buy. Production consistently fell short of effective 
demand even at rising prices. Industry found a 
ready and eager market for all it could produce, 
and more. 

But things have changed. As production raced 
ahead at a steadily accelerating clip, pipelines be- 
came filled and deferred demand, except in very few 
lines, is now largely met. The period of inventory 
accumulation is over. We are rapidly approaching 
the time, if it isn’t already here, when consumer 
demand will largely be on a replacement basis. If so, 
this will mean that what happens to the economy 
henceforth depends importantly on how well re- 
tailers do. If they can keep their goods moving into 
consumers’ hands, the current adjustment phase in 
the economy is likely to portend no more than a 
healthy levelling off to a more normal basis of pros- 
Perity. But if retail trade continues to lag, a reces- 
Sion is inevitable. 
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The outlook for a prosperous retail trade hinges 
principally on consumer buying power, but in no 
small measure also on consumer spending propen- 
sity. There is ample evidence of more passive be- 
havior though basic reasons may vary. Some are 
voluntary, some entirely involuntary. Whatever 
their nature, it is apparent that the big need today 
is lower prices. Clearly, at current high prices, goods 
will not move as freely as necessary to prevent 
their backing up. The time when everything could 
be sold regardless of price is past. Consumers, what- 
ever their financial status, are balking at high prices 
and poor quality, but many simply cannot buy be- 
cause they cannot afford it. 

There is no sense in minimizing the latter factor. 
Some segments of our population have been effec- 
tively priced out of the market; thus as price re- 
sistance continues, the question of consumer buying 
power becomes more acute, for on its adequacy 
depends the outlook not only for retail trade but in 
turn also for our manufacturing industries. It is 
well to remember that demand has been the back- 
bone of the postwar boom and any weakening of 
demand is bound to be a crucial element in the out- 
look. Since demand, basically, is conditioned by 
ability to buy, just how strong are the factors that 
will determine buying power in the year ahead? 


No Marked Deterioration of Basic Factors 


As yet there is no indication of a marked deteri- 
oration, at least as far as statistics are concerned, 
though retailers will tell you differently. Basically, 
consumption expenditures depend on three factors: 
Personal income, taxes and savings. For last year, 
personal income is estimated at an annual rate of 
some $213 billion but lately there has been a sig- 
nificant flattening out and a moderate decline is 
indicated for 1949. Disposable income, after taxes, 
has been running at around $194 billion and per- 
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sonal consumption expenditures around $178 billion. 

Savings on the other hand have risen from $8.8 
billion in 1947 to an annual rate of $15.2 billion in 
the third quarter of last year. This compares with 
$11.7 billion in the second quarter and $12 billion in 
the first quarter. The sharp rise is widely held to 
have had an important bearing on disappointing 
consumer buying in recent months. 

What about the current trends that may influence 
these three major factors in the future? Personal 
income consists of wages, dividends, farm income 
and other receipts by individuals, though wages 
are by far the biggest element. And wages of course 
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depend not only on wage rates but most importantly 7 


on the state of employment. Wage rates are not ~ 


likely to decline this year; rather there will be 
scattered boosts resulting from the fourth round 
wage drive though the overall increment will hardly | 
be comparable to previous “rounds.” It may not 
amount to too much in the way of injecting new 
purchasing power. 


The Employment Situation 


But what about employment? At present it is 
still high despite sporadic lay-offs. These, and work 
week reductions, have been frequent in recent weeks, 
particularly in soft goods industries but also in 
some hard goods lines. Whether they will become 
sufficiently important to impair wages and salaries 
significantly in 1949 depends on many developments 
elsewhere in the economy. At present unemploy- 
ment is on the rise. By spring, some sources esti- 
mate, as many as four million workers may be idle, 
compared with about 2.5 million now, and while 
this isn’t a particularly large number, by prewar 
experience, it probably does mean a net decline in 
wage payments—accentuated by the trend towards 
shorter work weeks and elimination of overtime 
work in many lines. Unemployment compensation 
of course will be a partial offset. 

Present unemployment statistics are not too in- 
formative, thus the picture is somewhat obscure. 
At mid-January, close to two million people were 
asking for unemployment compensation and _ the 
trend seems to be slowly rising. Lack of orders and 
the general effort by business to reduce inventories 
suggests that this will continue at least for some 
time. In this respect, the contra-seasonal drop in 
employment last December must be viewed as a 
significant portent. 

Perhaps more important than the actual impact 
of slackening employment in terms of wage pay- 
ments may be the psychological repercussion on 
consumer attitudes. If confidence is lacking, if job 
security is in question, if consumers retrench be- 
cause of it, then this may negate a good deal of 
efforts by Government and business to maintain a 
high level of prosperity. Hence the factors bearing 
on increased unemployment, small as it still is, war- 
rant serious study at a time when an ounce of pre- 
vention will obviate a subsequent need for a drastic 
cure. 

Among the other income components, dividends of 
which some $7.7 billion were paid out last year, may 
show little change barring a drastic deterioration of 
the business scene. Farm income is expected to de- 
cline somewhat but the Government’s price support 
program will limit the drop and mitigate any pos- 
sible adverse effects on farm purchasing power. 


What About Savings? 


Then there is the important matter of savings. 
Much has been made of the fact, previously men- 
tioned, that the ratio of savings has increased ap- 
preciably during the latter part of 1948. Some feel 
that consumers were saving more, and spending 
less, in anticipation of lower prices or because pent- 
up demand has been widely met. There is a good 
deal of truth in both these contentions but they 
hardly tell the whole story. 

Unquestionably savings have been rising. Mutual 
savings banks deposits last year rose $612 million 
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to a new high of $18.4 billion, 
and the total of savings col- 
lected by private financial in- 
stitutions amounted to some 
$7 billion but much of these 


LIQUID ASSET OWNERSHIP BY 
INDIVIDUALS 


FEDERAL RESERVE ESTIMATES 
JUNE AND DECEMBER DATES 1940-1946; DECEMBER 1947- 
T 


million spending units saved 
roughly $25 billion (in all 
forms) in 1947; but that 13.5 
million units “dissaved” and 
spent some $11 billion in ex- 





savings has been institution- 200 
alized. Thus it is estimated a 
that half of the $7 billion went | 
into banks, savings and loan 
associations and particularly 
to life insurance companies. 
About a quarter flowed into 
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can cess of income, and that the 
remaining four million units 
neither saved nor dissaved. 
Last year, with the cost-of- 
living squeeze even more pro- 
nounced, the trend towards 
dissaving was probably ac- 
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the Treasury through Gov- 150 
ernment insurance and pen- 
sion funds while the remain- 
ing quarter was invested di- 
rectly. The result is that not 
only are the bulk of these sav- 
ings not available for private 
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leading to genuine hardship 
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new investments, but they 100 
cannot be relied upon as a 
cushion to bolster trade. 


What Does It Mean? 





As to the savings figures 
carried in the national in- 50 
come statistics of the Depart- 












on the part of a sizeable seg- 
ment of the population whose 
4 incomes have not kept pace 
with prices. This includes 
much of the white collar class 
4 and those living on fixed in- 
comes. The erosion of their 
buying power has doubtless 
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as production begins to out- 
race effective demand, the 








figures could be taken at face 

value, they would spell an important message to 
business—not only a warning that the spending 
spree is over and that better values are needed to 
maintain sales volume, but also the assurance of a 
substantial cushion to consumer purchasing power. 
But no such conclusion can be safely drawn though 
the “warning” finds confirmation elsewhere. This is 
because included in the total of savings are items 
not ordinarily pertinent to the savings process. 

Thus we find the purchase of homes regarded as 
savings though it is evident that funds thus used 
are firmly frozen. The same applies to plant and 
equipment expenditures of unincorporated business, 
or to new indebtedness incurred by farmers. Neither 
are savings in the proper sense of the word; fre- 
quently it means future obligations. It’s all a matter 
of definition, of course. But it is obvious that actual 
savings, potentially available to bolster purchasing 
power, are considerably less than published figures 
indicate. Current record savings, in the broader 
definition as used by the Department of Commerce, 
may be a sign of economic well-being, as some ob- 
servers put it, but they don’t always mean cash 
in the bank. 

Then there is the very important question of the 
distribution of savings. The proportion of income 
saved by people in the upper brackets is consider- 
ably larger than that in either the lower and middle 
income groups, and the disparity is widening rap- 
idly as the latter two groups find it increasingly 
impossible to save at all, ground as they are between 
high taxes and high living costs. The result is that 
many have no cash savings at all. Thus the Federal 
Reserve Board in a recent study estimated that 31 
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phase “priced out of the 
market” takes on a more urgent meaning. The point 
is that the additional doses of wages and profits 
which in the past have swelled national income to 
record figures have not created balanced purchasing 
power, and this unbalance will be increasingly felt. 
What’s more, it can only be corrected by lower 
prices and/or taxes, not by new wage boosts or other 
expedients that fail to benefit those groups that 
need it most. 

After all, no single segment of the economy alone 
can stand off the current trend. It is a task that 
calls for the best efforts and fullest cooperation of 
all. Government can help by deferring tax increases, 
for higher taxes—whatever their nature—will in- 
evitably lower consumption by defeating attempts 
to reduce prices. Labor should understand the un- 
timeliness of fourth round wage and other demands, 
for in the end they will have the same effect. Pro- 
ducers on the other hand must seek in every way to 
maintain production schedules and thereby keep pay- 
rolls intact. Confronted by the challenge of buyers’ 
markets, they can meet it successfully by producing 
goods at prices at which they will sell. This is 
normal prewar procedure, and we are bound to get 
back to it. 


Earlier Stimulants Wear Off 


Accumulated wartime savings, backlog demands 
and relatively smaller expenditures for services such 
as rents had maintained retail volume at a higher 
level in 1947 and the first half of 1948 than might 
have been expected on the basis of prewar relation- 
ships with disposable in- (Please turn to page 541) 
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Spearheading the Wage Drive—Murray’s 
steel workers and Reuther’s auto workers 
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Battle 


By P. T. SHELDRICK 


Sj he “Fourth Round Battle” has been officially 
on since last November but so far it’s been more of 
a skirmish than a battle and it’s increasingly doubt- 
ful whether it will ever become one. In contrast 
with previous “rounds,” labor’s position has con- 
siderably changed; the economic climate is different 
from what it was. 

The rise in living costs, previously the main argu- 
ment for pay hikes, has been halted and reversed. 
Generally the “bloom” appears to be off the postwar 
boom and this is a distinct handicap to union bar- 
gaining. Many industries will not be in a position 
to grant wage increases since they already experi- 
ence a good deal of consumer resistance to present 
prices. Should labor insist on a full fourth round, it 
would lead to higher prices, more price resistance 
and ultimately large scale unemployment. 

In the circumstances, a national pattern of wage 
increases is hardly likely. If unemployment con- 
tinues to grow, pay increases will be hard to get 
in all but a few basic industries where the general 
outlook remains strong. Elsewhere unions find 
themselves in a weaker bargaining position with 
the rank-and-file less enthusiastic to strike for their 
demands, if necessary. Broadly, a national pattern 
today can no longer fit a spotty economy and labor 
is well aware of it. 

The first round brought labor wage adjustments 
approximating 1814¢ an hour; the second 15¢ and 
the third 11¢. So far during what might be called 
the fourth period of wage bargaining, pay rises in 
scattered and mostly smaller industries have been 
held to between 5¢ and 8¢ an hour. 

As yet there have been no decisions in major in- 
dustries because little if any bargaining will begin 
before late spring. The steel workers’ contract does 
not expire until July, thus steel workers won’t be 
able to strike to enforce their demands, should it 
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come to a show-down. In the automobile 
industry, General Motors escapes wage bar- 

gaining this year though it is subject to 

automatic boosts under the technical im- 

provement clause of its two-year contract. 
Chrysler’s contract can be reopened after June on 
wages only, but Ford may be a major target since 
the Ford contract expires in June. The electrical 
workers can begin bargaining in May but the gen- 
eral slowdown in appliance fields may make it diffi- 
cult to press demands. Thus electrical workers are 
mi to go slow, pending results in the automotive 
ield. 

In recognition of the altered conditions they now 
face, a new strategy has been developing among 
many unions — a double play involving wage in- 
creases and demands for greater social security 
benefits. A good example of this new pattern are 
the demands of the United Automobile Workers, 
CIO. This union has decided to ask for about 30¢ 
an hour in a “package” that would be divided like 
this: Pension and retirement program, 8 to 9¢, 
social security 5¢, and wage rise 15¢ per hour. Obvi- 
ously these represent maximum demands for bar- 
gaining purposes but they also show the line of 
thinking now current: Chief emphasis on social 
security benefits such as pensions and free insur- 
ance, and less stress on wages because of the less- 
ened chances for a big raise. 


New Burdens — Either Way 


As far as business is concerned, it is of course 
immaterial whether new burdens come via increased 
social benefits or via wage boosts. Either means 
an addition to the cost of business and cost of goods. 
Moreover, many employers fear that they may be 
saddled with private pension plans which will grow 
in costs over the years and in time become an un- 
bearable burden. 

Thus the drive for costly fourth round “fringe” 
benefits is viewed as highly unsound, particularly since 
the cost of living has stabilized. There is some hope 
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that the Administration’s program for broadening 
the Federal social security system may modify union 
demands for pensions, etc., but so far this is merely 
a hope. Organized labor has made it clear that they 
want private pension systems (UAW want mini- 
mum benefits of at least $100 monthly) to supple- 
ment Federal insuranee, not as a substitute. There 
will be no stopping the unions on the “welfare” 
front at least in so far as one after another will 
formulate demands for inclusion in new contracts. 

There has been some stopping on the wage front, 
however. An opening bid for a raise of 10¢ an hour 
made by CIO Textile Workers was rejected by New 
England cotton and rayon mills. When the question 
went to arbitration, the arbitrator held that the 
union was not entitled to a wage boost at this time 
since the textile industry’s prospects do not justify 
higher wages. The decision involved 30,000 textile 
workers directly, but probably 60,000 others as well 
since as a result, other textile unions will be wary 
of submitting wage disputes to arbitrators. 


Business Conditions A Deciding Factor 


More and more, business conditions are likely to 
become the deciding factor in determining whether 
wage rises should be granted, and how much of it. 
CIO’s clothing workers, for instance, already have 
dropped fourth round demands because of their in- 
dustry’s unsettled conditions. Growing unemploy- 
ment here as elsewhere has shown that workers 
are more interested in holding on to their jobs than 
in walking a picket line. In industries thus affected, 
union leaders will probably be more willing to com- 
promise than to strike, and any compromise is likely 
to mean stress on social security and welfare. That 
is what happened during the war when price and 
wage controls were in force. Organized workers 
accepted, probably reluctantly, concessions on 
“fringe” demands such as paid vacations, seniority 
and job security benefits. Now they go in for pen- 
sions, free life insurance, health, hospitalization, 
medical, surgical and disability benefits. 

Employers will maintain that they cannot meet 
both wage adjustments and welfare proposals. They, 
too, have their eyes fixed on price indices, on the 
trend of living costs, and particularly on consumer 
attitudes and business potentials. They refute labor’s 
contention that the new demands can be met without 
hampering the position of industry or impairing its 
ability to produce. Rather they see therein the 
danger of pricing goods, and consequently labor, out 
of the market. Most likely they will hold out as long 
as possible against large scale benefit plans, al- 
though some concessions will probably be made in 
some industries. Their position will be strengthened 
should there be a general easing of the labor market. 
When workers are competing for jobs, employers 
gain an edge in bargaining. 


How Various Industries May Be Affected 


In the vital steel industry where output is near 
capacity and likely to continue so, unemployment 
is not expected, thus lay-offs will be no problem for 
the CIO steel workers when contracts permit a 
strike after mid-July, if wage and welfare issues are 
not settled. Their difficulty, however, is the possi- 
bility of Government pressure to hold steel prices 
down; it is a prospect that may crimp over-enthu- 
siastic demands. 
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The automobile industry, too, is hardly facing 
much if any unemployment but there may be a pos- 
sibility of shorter work weeks because of lack of 
materials. If so, it will not ease the task ef wringing 
new concessions from the auto industry. If not, a 
major struggle may be in the making. In this 
respect, giant General Motors is in better than 
average position by virtue of the cost-of-living 
clause in its contract which, because of declining 
living costs, may call for a small pay cut rather 
than an increase. 

So far this clause has worked to the advantage 
of employees; on September 1, General Motors had 
to raise wages three cents an hour as the result of 
the rise in living costs that occurred to July 15. 
Subsequently, when living costs stabilized, no fur- 
ther wage increase was called for, but more recently 
living costs have gone down and it is thought that 
a wage cut of about two cents an hour is indicated. 

Should a wage cut take place, the popularity of 
the cost-of-living clause will doubtless be put to a 
serious test. The question is whether the union will 
live up to the terms of its contract and accept a pay 
cut in good grace. Since probabilities favor suffi- 
cient stabilization in living costs during the year to 
prevent any major up or down revisions in wage 
rates of General Motors workers, the chances are 
that the union will be in favor of honoring its con- 
tract. This course will be “sweetened” by the fact 
that GM workers get periodic pay rises from the 
“improvement factor” based on long term techno- 
logical progress, thought sufficient to warrant a 
yearly increase of three cents an hour. Such a pay- 
ment is reported due on May 1, and should offset 
any pay reduction based on lower living costs. 


The New Approach 


Some UAW contracts limit 1949 negotiations to 
Wages, as in the case of Chrysler. In such cases, 
UAW president Walter Reuther suggests bargain- 
ing on pensions and social security “by mutual 
agreement,” under threat of subsequent correspond- 
ingly higher wage demands. To what extent such a 
program can be carried out remains to be seen and 
depends primarily on the future outlook for the 
automobile manufacturing business and employment 
trends. Recent lay-offs at Kaiser-Frazer and at 
Lincoln-Mercury plants may not be typical of the 
industry but if spreading may persuade the rank- 
and-file to favor a less aggressive course. 

The same may be said of the rubber industry, of 
lumber, coal mining, electrical appliances where 
there have been reductions of work weeks. In some 
plants, hours worked have been cut to 32 or even 
less, in accordance with “share -the work” plans. As 
yet the unions are not complaining too loudly about 
it but it is significant that the AFL has announced 
that it will press for a 30-hour work week as soon 
as the economy shows signs of slowing down. This 
goal is not likely to be pressed in the more imme- 
diate future. Sharing the work will become more 
popular where unemployment crops up. Instead of 
striking, workers will be concerned with lay-offs; 
and as the work week is shortened, with diminish- 
ing take-home pay, workers have another reason to 
fear long strikes. 

Fewer strikes in basic industries are probable as 
a result of changing employment conditions though 
the picture necessarily varies. Main point of attack 
in the fourth round drive (Please turn to page 538) 
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ADMINISTRATION labor bill is definitely a tongue-in- 
the-cheek affair. It isn’t conceivable that the Presi- 
dent, Labor Secretary Maurice Tobin and the ad- 
visers who aided in drafting the measure sent to 





WASHINGTON SEES: 


Representatives of business and industry in 
Washington are advising their clients to “calm 
down,” that there is little cause for real concern, 
and that the final decisions rest with congress with- 
out too emphatic urgings from the White House to 
enact legislation in a hurried or stampeded fash- 
ion. No blank checks reminiscent of the days of 
FDR are asked and none will be forthcoming. 


Most important, obviously, is the matter of taxes 
and that is one item that is non-political; neither a 
republican nor a democratic congress likes to raise 
taxes materially and the current one is no excep- 
tion. The need for matching income with outgo will 
be met by slashing budgets, for the most part. 

The social reform program has less than a 50-50 
chance. To the extent that it is enacted it will re- 
flect very little on the cost of doing business, unless 
there are rapid changes in the economic position 
of the country which are not in sight. There is, for 
example, little likelihood of increasing the social 
security tax on payrolls this year, and that atti- 
tude will carry through on legislation which would 
automatically boost the levy. 


It escaped the attention it truly deserves, but 
there was significance in the coalition between 
republicans and democrats to refuse a waiver of the 
Internal Revenue tax on inaugural tickets. The 
amount involved was not great but the principle 
involved reflected a position against free-handed 
spending by the government where Treasury re- 
cepits are concerned. 








OUTLOOK FOR LABOR LAW 


By E. K. T. 





congress believe the ultimate product will bear more 
than faint resemblance to the plan which meets 
every demand of labor and anticipates a few. For 
example, the ban on closed shop already is the law 
of almost one-half the states, and congressmen from 
those commonwealths won’t vote against their home 
legislatures. “‘State’s Rights” cry will be raised. 
IMPOSSIBLE to reconcile is the White House position 
on strikes affecting national health and safety with 
Mr. Truman’s past actions. He rose to new heights 
of popularity when he invoked the injunctive power 
to stop a soft coal strike, and he used that weapon 
on at least five other occasions, each time express- 
ing gratitude that the basic law existed. Now it is 
proposed that national emergencies be left to the 
patience of employers and employees—and if that 
patience becomes exhausted there would be no relief 
backed by law, no penalties and so, no enforcement. 
BASIC ERROR is that the White House is attempting 
to swing the pendulum far to the left, much as the 
Case Bill and the Taft-Hartley Act offended in the 
opposite direction. Authors of the GOP-sponsored 
measures were among the first to admit mistake had 
been made and to announce publicly their intent to 
bring about modifying amendments. Congressmen 
already are reporting floods of protesting messages 
from constituents and the net result still promises 
to be repeal of the title of the labor-management 
law (Taft-Hartley), and little else. 


SIGNIFICANT fact is that William Green, seasoned 
veteran of many labor battles in which his American 
Federation of Labor has taken a stand against over- 
reaching in either direction, has given the bill only 
restrained approval. His unwillingness to associate 
AFL with it in its entirety is a tipoff to troubled 
members of congress that at least one important 
arm of organized labor sees danger in asking to0 
much, would prefer not to open up too many sections 
of the law for examination at one time. 


How great an influence towards moderation this 
will turn out to be remains to be seen. Ultimate White 
House attitude may be important factor. Chances are 
improving that employers will retain some of the 
basic rights including that to bring unfair practice 
charges against unions. 
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Either President Truman has employed a new 











developing a large sense of impishness. His messages 
and formal statements of the past month seems :to suggest 
things which the President, himself, assures are not 
intended. The result may be closer attention by con- 
gress members to the printed word instead of depending 
upon the ear to convey the ideas to the mind. 
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government insure greater steel production at the cost 
of constructing new plants and facilities. That was 
almost universally taken to mean nationalization, in 
part, of the steel industry and a strident step toward 
taking in other lines where supply doesn't meet demand. 
After that thought had been firmly imbedded in national 
thinking, mainly as a result of repetition on Capitol Hill, the President scotched 
the reports. And he made out a logical case for his position by pointing out that 


nowhere in the formal message to congress were there words conveying that precise 

































































nore 









































intent. 

eets 
For & Came next the inaugural address in which Mr. Truman asked for cooperation 
ba with other nations in fostering capital investment in areas needing development. 
ome Tied into that was the proposal for guarantees to the investor "balanced by guar- 
d. antees in the interest of the people whose resources and whose labor go into these 
ition developments." Impression became widespread that the President wanted private 
with capital, backed by government guarantees, to do the job. But does closer examina- 
ght tion of the entire address bear that out? 

er 
we§ Mr. Iruman's emphasis is found on the idea of providing the "know how" 
it is that exists in this and other more fortunate nations, for the benefit of the less 
. the fortunate. He stressed the fact that this country's material resources, while 


that bountiful, are not limitless, "whereas our imponderable resources in technical 
elief knowledge are constantly growing and are inexhaustible." There is nothing, except 

















vn possible inference, to suggest that sweeping government guarantees of private in- 
— vestment are intended, sources close to the White House remind. 
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Po Quotation: "The time is ripe for production of a good, low-priced car 








had which "us common folks" can afford. What the country really needs is not a five- 
nt to cent cigar but a low price, 6-cylinder, 6-passenger car, weighing about a ton. Such 
smen a car, on a 105-inch wheelebase and with 80 horsepower, could be made to sell for 
ages $1,000 at retail." Source: Not the U.S. Chamber of Commerce, or NAM. The United 


nises ; 
nail Automobile Workers! 











First major job for the enlarging group of lobbyists for cities and states 
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cee will be to battle a proposal in the new housing bill which would remove federal tax 
yver- exemption from state and local bonds. The promised fight revives the campaign begun 








only | by President Roosevelt to make all local securities subject to taxation, a sugges- 
ciate) tion which would junk the theory existent since Colonial Days that neither 


at “Sovereign® -- the federal or the state government -- could tax the other. 


‘ions & Budget Bureau takes the position that local housing bonds are backed by 
' United States credit and should be taxed as United States Bonds are taxed, feder- 
this) ally. There's some uneasiness in other agencies of the government: if the federal 
Vhite tax collector can levy on state and local properties, then the reverse must be 
5 equally true, they say. That would mean post offices, state armories, war plants 
Pris in which title still rests with the federal government, would go on the grand list. 
And what, they pose, of navy yards, national parks, and the like? 
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Reasonably safe forecast is that congress will continue the tax exemption. 
There still are enough veteran members in both houses who remember the last fight on 
that issue, and the defeat they suffered. And advocates of a public housing bill | 
know the measure will be delayed, possibly defeated, if this issue remains alive. 

































While organized labor's demands for "service" from the Administration and 
the congress it sincerely believes it brought into existence are not waning, the 
White House is becoming more and more concerned over the expected calls from the 
farmers, already beginning to show. Republican congressmen have sensed this and 
are needling the agricultural states into greater emphasis by pointing out that it was 
the farm areas rather than the big cities which made the Truman victory possible, 
and the implication is that the rewards should follow the effort. 



































































who is lead-off man. Tobin is pointing out that only 56 per cent of the farmers 
owned their land in 1930, whereas 72 per cent of the farms today are under owner- 
Ship-operation. The politics-laden reasons Tobin gives are: better farming, greater 
participation in conservation measures, a higher standard of living for agricultural 
workers. All of these benefits are tied into New Deal programs which are promised 
for continuance and expansion under the Fair Deal. 























































Department of Agriculture is unwilling to give the meat packers credit for 
the current reduction in prices. The cause, says the Department, is "greater than 
can be accounted for entirely by the rising supplies, and this may be an indication 
of some weakening of demand for meat from the high level reached last summer." As 
a natural follow-through, the government will expect further price declines regard- 
less of the inroads made on livestock herds by bad weather conditions. Which seems 
to imply that no matter how low prices drop, the packers will not be given credit 
for the condition. Overlooked, obviously, is the fact that dropping meat prices 
always have spurred greater shipping to markets to save losses on feeding. 
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Significant development in the international situation is in the offing. 




















































































are vacillating. They would rather stay out entirely, or come into the orbit of the 
United States. 





Decision may be hurried by congress demands that all countries originally 
offered the opportunity to share in the European Recovery Program show their inter- 
est by appropriating funds to carry out part of the purposes thereof. Basic idea 
is that this nation will help’only countries showing a willingness to help them- 



















































































selves. Token appropriations will satisfy. But the money actually is secondary; a * 
what is wanted is overt action telling the world which team the invited countries i 
want to play on. Be sf 
e i 

Exporters are waging what appears likely to be a losing fight to cut off T 

export controls. The Administration wants the present rigid rules to remain in lo 
effect for at least two more years, but is willing to make modifications affecting " 
countries which are sending needed materials to the United States -- stockpile W 
commodities chiefly. P 
( 

Basic change being considered (and this probably would satisfy most of the Ww 
exporters) is creation of a list of items which may be sent abroad subject to . 
export licenses which would be good for periods of time long enough to insure safe ec 
acceptance of orders and promises of delivery. Now, each item is covered in a. B 








separate application, acted upon on its own facts, and the rulings, say exporters, sd E 
are not always uniform. In the competition with other exporting countries, where 
regulations do not exist or are less stringent than here, there is danger that much Be 
of the European market may be lost, it is protested. 4 
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Mi he time has come for a realistic re-examination, 
in the light of recent developments, of the pros and 
cons of the expansion of trade between the Marshall 
Plan countries of Western Europe and the Russian 
satellite countries of Eastern Europe. Within a year 
or two, Western Europe will have important export- 
able surpluses of industrial goods, particularly if 
the Ruhr is re-equipped and operated at full blast. 

These industrial goods will consist of heavy ma- 
chinery, tractors, and electrical equipment of all 
sorts, which will be difficult to a, for dollars in 
the United States or elsewhere in the Western Hemi- 
sphere, but which are the very products needed by 
the still agrarian European East to carry out its pro- 
gram of industrialization and farm mechanization. 

At the same time, Poland, Hungary, Yugoslavia, 
and other countries behind the Iron Curtain may be 
expected in the future to have considerable export- 
able surpluses of grains, feeds, eggs, and other focd- 
stuffs for which the European West — and Germany 
In particular — has always been the best market. 
The Eastern European food surpluses could go a 
long way toward raising the West’s present austere 
nutrition standards. 

Is it desirable to encourage a return to the pre- 
war European trade pattern? Is it desirable to ex- 
pand the East-West trade? To begin with, it must 
be realized that we are playing with a double-edged 
weapon. To be sure, expansion of East-West trrde 
will make possible the success of the European Re- 
covery Program, and thus contribute to the political, 
economic, and social stability of Western Europe. 
But, on the other hand, the satellite countries of the 
East will obtain machinery and technical help in 
carrving out their industrialization plans. 

This may not only strengthen the communist grip 
on these countries, but may work out to the disad- 


E vantage of the West in the long run. There is always 
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a chance that a more self-sufficient Eastern Europe, 
particularly if rid of petty nationalism and acting 
as a unit, will some day be able to dictate to the 
West the terms under which it will trade. This 
would be unfortunate. But there is also a chance 
that increased Western aid will encourage the emer- 
gence of another Tito among the satellite countries. 
The recently concluded British-Yugoslav trade 
agreement will make Yugoslavia dependent upon 
British machinery and technical know-how to a con- 
siderable extent, and enable Tito to flout success- 
fully the Kremlin. 

But if it is “cricket” for Western European na- 
tions to expand their trade with the satellite coun- 
tries, why shouldn’t the United States also move 
into that market, particularly as our ‘“‘cash” exports 
elsewhere are falling off? Many American business- 
men who are intimately acquainted with the Chinese 
situation are willing to trade with communist 
China; if we do not trade, the Japanese and the 
British will. What difference is there between trad- 
ing with communist China and with satellite East- 
ern Europe, or regimes of the Tito type? 


“Cold War’’ Considerations 


Because of “the cold war” between the East and 
the West, the State and Commerce Departments 
have been discouraging any trade with the satellite 
countries. Poles have been refused export licenses 
for rubber tires for American built tractors and 
trucks sent them by T.NRRA. The Czechs have been 
refused export permits for almost any kind of 
machinery even equipment for glazing pottery. 
Although we are faced with a big carry-over of 
cotton — unless we give it away — American banks 
have been afraid. in view of the attitude of the State 
Department and Congress, to open any cotton credits 
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TABLE No. | 
Foreign Trade of the Countries of Eastern Europe 
(A) Value in Millions of Dollars 

- Exports Imports 
1937 1946 1947 1948 1937 1946 1947 1948 
Est. Est. 
Albania 3) nS. oR. RG. 6 nia. “ne, oni: 
Bulgaria él 52 86 8120 60 él 75 ~—:130 
Czechoslovakia. 417 287 572 750 382 564 573 800 
Finland . 205 237 409 480 199 178 345 510 
Hungary 174 36 89 160 14! 32. 124 #8200 
Poland 227. +185 245 500 238 556 453 500 
Roumania 229 «nse. ne: ne. 140 “nie. -ne. ‘naa: 
Yugoslavia 145 7 oe: na. 49 460 nie. nia, 

Total 1,461 1,285 
(B) Volume of Trade (1937=100) 

—_————Exports—-_ ———_|mpoorts- — | 
Bulgaria 100 34 48 70 ~=—100 58 7\ 90 
Czechoslovakia. 100 26 56 76 ~=100 35 7715 
Finland 100 39 53 59 100 34 63 80 
Hungary 100 «13——=—2H#Si32—s100'—i1Hti‘iHCWSB | 
Poland 100 38 54 90 100 159 129 150 | 
n.a.—Not Available. | 














for the important Czech textile industry. On the 
other hand, the British are sending rubber and rub- 
ber tires to Poland; they are helping Yugoslavia 
erect a steel mill and letting the Czechs have all the 
sterling-area wool and cotton that their credit is 
good for. 

The so-called Eastern European bloc behind the 
Iron Curtain included eight countries and Soviet- 
occupied Eastern Gemany, which sooner or later 

















TABLE No. 2 
— nnn 
| U.S. Trade with Eastern Europe 
| ($ millions) 
(A) U.S. Exports to: 
1937 1938 1946 1947 1948 
Prelim. 
Albania $ .2 $ 3 $4.3 $4.6 $ 5 
Bulgaria 5 8 1.3 1.9 2.5 
Czechoslovakia 13.2 26.5 106.7 49.1 23.0 
Finland 12.3 12.0 31.2 59.3 39.0 
Hungary Bf Mi 6.4 12.9 7.5 
Poland 26.3 24.7 183.1 107.7 56.0 
Roumania 6.9 6.3 2.0 15.1 9.0 
Yugoslavia a | 2.5 126.6 31.5 6.0 
Total _... $62.8 $75.8 $461.6 $282.1 $143.5 
(B) U.S. Imports from: 
Albania $ 2 3s 
Bulgaria . 8 1.3 $7.6 $4.7 $1.0 
Czechoslovakia . 35.7 27.2 19.2 23.2 22.0 
Finland __._... 17.6 18.1 12.1 39.8 42.0 
Hungary __.. 5.2 Eg = 1.5 2.0 
Poland __ 18.9 13.9 3 1.3 15 
Roumania 4.7 2.5 A 4 1.0 
Yugoslavia 6.2 4.7 i2 5.5 6.0 
Total $89.3 $71.5 $40.8 $76.4 $75.5 























may be expected to be organized in another com- 
munist state. The area has a population of about 
110 million, and is still overwhelmingly agrarian, 
Actually, not counting Eastern Germany, there are 
only six “truly” satellite countries: Poland, Rou- 
mania, Czechoslovakia, Hungary, Bulgaria, and 
Albania. Finland, with a population of about 4 mil- 
lion, while careful not to irritate her Soviet neigh- 
bor, is not a satellite country, and her economy is 
less socialist and less controlled than that of Great 
Britain. Yugoslavia, with some 16 million people, 
is a communist state, but “on the outs” with the 
Kremlin and willing to sell even such highly strate- 
gic metals as copper and lead to the West in return 
for aid for her rather ambitious industrialization 
program. 

What has happened to the economy and trade of 
these countries during the past year? A realistic 
appraisal would show that Poland and Finland have 
done exceptionally well, considering the destruction 
wrought by the war in Poland, and the reparations 
paid and the loss of important territories suffered in 
the case of Finland. Production in both countries 
is well above prewar level. In Czechoslovakia, the 
rapid recovery suffered a set-back folowing the com- 
munist coup last February. Despite a high level of 
production, the standard of living has been declining 
rapidly, causing dissatisfaction among all classes, 
the workers in particular. The produced goods are 
being siphoned off either to Russia or for export to 
the West in payment for raw materials. A similar 
situation exists in Hungary, except that food is 
more abundant. Yugoslavia has been the last coun- 
try to show any signs of recovery; the shortage of 
industrial consumer goods, such as clothing, is 
critical. 

Recent Trade Figures 


On the basis of rather incomplete information 
presented in the accompanying table — the trade 
data are available for only five countries out of 
nine, the exports and the imports of Eastern Euro- 
pean countries amounted each to about $2 billion 
in 1947, and probably over $2.5 billion in 1948. How- 
ever, at least two-thirds represented the value of 
goods which the Eastern European countries ex- 
changed among themselves and with the Soviet 
Union. They all have an export balance with the 
Soviet Union which is settled by the latter by de- 
liveries of military equipment, by credits on repara- 
tion account, or from “the income” from the jointly- 
owned companies, such as “the Sovrompetrol,” the 
Soviet-Roumanian Petroleum Co. By expropriating 
German property and by other schemes, the Soviet 
Union has really become “a creditor nation” vis-a- 
vis most satellite countries. 

On the basis of studies made for the Congres- 
sional Foreign Aid Committee and by the U. N. 
Economic Commission for Europe, it may be said 
that the trade between Western and Eastern Europe 
(Russia excluded) amounted each way to about $400 
million in 1946, and to over $700 million in 1947. 
In 1948, this exchange of goods probably rose to 
over $1 billion. This figure compares with the United 
States exports to the Marshall Plan countries of 
about $4.3 billion in 1948, and to U. S. imports from 
the same countries of about $950 million. 

As a rule, the United States sold more than it 
bought from Eastern Europe, but our trade figures 
failed to show this. The reason was that many of 
our products, and cotton (Please turn to page 533) 
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1949 Special Re-appraisals 


f Values, Earnings and Dividend Forecasts 








x *k * 
Prospects and Ratings for Utilities, Tobaccos, Machinery and 
Machine Tools, Food Shares, Meat Packers and Dairy Companies 


Part I 


A merican business enters the fourth full post- 
war year with the conviction that 1949 will be a 
year of major readjustment. Though the nation’s 
basic economic health is good, we are witnessing 
many conflicting trends and forces that are becloud- 
ing the outlook. Generally in the past few months, 
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business has shown signs of slackening in many 
directions and the cracks that are showing in our 
inflated price structure are likely to deepen some 
more before it will stabilize on a new plateau. Over- 
all, the trend is towards more normal relationships 
in free competitive markets. 

As it is, not only are we in the midst of transition 
from postwar boom to some level of readjustment, 
but we are also in transition to a new phase of the 
cold war, involving enormous Government spending 
both at home and abroad. Additionally, we seem in 
transition to a new phase of economic planning with 
increased emphasis on social benefits, on more Gov- 
ernment guidance of industry, and the prospect of 
new tax burdens. All of which is bound to affect 
vitally the future of business generally and the out- 
look for specific industries and companies. 

To assist our readers in arriving at sound invest- 
ment decisions under changing conditions, The 
Magazine of Wall Street presents its Security Re- 
appraisals and Dividend Forecasts at six months 
intervals, in addition to its regular coverage of im- 
portant developments. By this method, the maxi- 
mum number of industries are periodically reviewed 
on the basis of latest information, supplemented by 
statistical data for ready comparisons. Additionally, 
brief comments on the status of each company listed 
are presented. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks — 
the last column in the tables preceding our com- 
ments — is as follows: A-++, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The ac- 
companying numerals indicate current earnings 
trends thus: 1— Upward; 2 — Steady; 3 — Down- 
ward. For example, Al denotes a stock of high 
grade investment quality with an upward earnings 
trend. 

Stocks marked with a W in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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UTILITIES 


Face 
Capital 
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By EDWIN A. BARNES 
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Wien a year of record growth in physical plant, 
output, number of customers and new financing be- 
hind it, the electric power industry faces in 1949 
the prospects of reaching further new peaks. The 
financing of some $1.8 billion of construction ex- 
penditures last year constituted a major achieve- 
ment, and long range plans for $5 billion more such 
expenditures in the 1949-51 period point to further 
large utility financing. 

The direction which such financing may take is 
dependent on many factors, such as general market 
conditions and the earnings position of the industry, 
but utility executives and bankers are agreed that a 
larger proportion of the new money should be raised 
by equity financing than last year when only about 
19% of financing took the form of stock sales, result- 
ing in moderate deterioration of capital structures. 
Debt financing last year accounted for about 81% 
of the total; preferred stock 10% and common 
stock 9%. These ratios are far from the desirable 
goal of 50% debt, and 25% each for preferred and 
common stocks. 

In short, the utilities have found it much easier 
to borrow from the banks or to sell mortgage bonds 
and debentures rather than preferred or common 
stocks. However, most companies still have equity 
ratios well in excess of the 25% favored by the SEC. 
And almost all are using their excess earnings for 
construction purposes, while depreciation funds are 
also available, so that the financing program is not 
quite as one-sided as the aforementioned debt ratio 
would indicate. 

Additionally some equity 


money is obtained 


through conversion of convertible debentures or pre- 
ferred stocks; Public Service of Colorado and Con- 
solidated Gas of Baltimore increased their outstand- 
ing common stock in this manner last year. Several 
new convertible issue also appeared including those 
of Detroit Edison, Consolidated Edison, People’s 
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Gas, Public Service of Colorado, etc. Doubtless ef- 
forts to reduce the debt ratio will continue. But, as 
stated before, success in this direction hinges largely 
on market conditions and the industry’s earnings 
outlook. 

The electric light and power companies have been 
showing a gradual recovery in earning power during 
the past year. In January 1948, revenues of pri- 
vately-owned electric utilities (as reported for about 
95% of the industry by the Federal Power Commis- 
sion) were 12% higher than in 1947 but net income 
was 10% lower. Net earnings continued irregular 
through June, but July showed a gain of 9%, August 
was up 5%, September 10%, October 6%, and 
November (latest reported) 18%. Of course these 
figures, if reduced te a per-share vasis on common 
stocks, would not be quite as favorable as they 
appear since additional preferred and common stock 
has been issued during the year; but nevertheless 
the trend is encouraging. 


Cost Problems 


The hydro-electric utilities were plagued during 
1947-48 by recurring drought conditions, particu- 
larly in New England, the Pacific Coast area and 
some other sections. This meant that utilities in 
these sections had to use all their obsolete and in- 
efficient equipment, and were also forced to buy 
power at relatively high cost from other utilities 
with which they could be interconnected. The price 
of coal and fuel oil reached new high levels due to 
heavy demand, the increased wages and pensions 
of coal miners, etc. The quality of the fuel also de- 
teriorated. In June the cost of fuel for all electric 
utilities was 45% greater than in the same month 
of 1947, increasing fuel expense about $19,000,000 
(net income was about $50,000,000). It was surpris- 
ing that net income held up as well as it did. In 
October, however, fuel costs were only 21% over 
a year ago; hydro-electric conditions had begun to 
show improvement with output exceeding a year ago 
by 8%. The mines were producing more coal than 
needed, and the quality delivered was improving, 
with some price-shading in lower quality coal. 
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Pertinent Statistics on Leading Utilities 








Operating Revs. Price- Invest- 











($ million) —Net PerShare— Div. Div. Earnings Recent ment 

ELEC. OPER. UTILITIES: 1947 1948 1947 1948 1948 Yield Ratio$ Price Rating COMMENTS 

Boston Edison 56.5 32.6b 2.75 z f 89 Off ttracti Id d 

bo $565 § $2.75 $280E $240 5.8% 146 $41 AZ Offers stractive yield. on increased 
ings warrant); however, new Massachu- 
setts Governor thinks rates are too high 
in State. 

Cleveland Elec. WI 50 59.76 2.80 3.10 E 2.20 5.4 18.6 4l BI Earnings might advance to $4 level if 


new rate applications are granted, in 
which event higher dividend antici- 





pated. 
Commonwealth Edison 218.7 232.7 e 1.97 1.80E 1.42 5.3 15.0 27 A+2Recent earnings trend disappointing 
but dividend rate increased to $1.50. 


Capital structure conservative, but op- 
erating ratio relatively high with only 
about 11% of gross left for net. 


Consolidated Edison 335.9 370.8 1.90 2.31 1.60 7.3 9.6 22 A2 Severe N. Y. regulatory policies hurt 


this old-line stock: temporary rate ad- 





justments (about 50c a share net reduc- 
tion) plus | wage demands make 
earnings outlook uncertain. 


Cons. Gas, Elec. Lt. & Pwr. of Balt... 62.9 64.7.4 4.92 450E 3.60 5.8 14.8 62 A2 Erratic recent earnings, due to low 

WwW water conditions and rate troubles of 
hydro-electric affiliates, raised some 
doubts regarding long-continued $3.60 
dividend, but estimated 1948 earnings 
of $4.50 reassuring. 


Delaware Power & Light... 15.3 17.8 1.60 1.86 1.00 5.5 yl 18 A2_ Earnings for 1948 showed 1¢% gain, and 
dividend yield is satisfactory, ut man- 
agements plan to issue new stock on 
|-for-5 basis in next few months might 
retard market interest. 

















| ef- Detroit Edison 106.8 118.7¢ 1.59 1.45E 1.20 5.4 15.2 22 Bl Company recently obtained substantial 
iy aS WwW rate increases which may boost 1949 

] earnings to around $2.35 level. Increase 
pely in $1.20 dividend rate considered likely. 
Ings Idaho Power 9.7 10.8 e 2.59 2.75 E 1.80 5.4 12.0 33 BI This hydro company has steady water 





supply, serves growing irrigated areas 
along Snake River. Stock appears to be 




















eel discounting an incréase in the $1.80 
> dividend rate. 
ring : : : 
sf Indianapolis Power & Light... 21.2 23.4e 2.76 2.75E 1.50 6.5 8.4 23 A2 Share earnings for twelve months ended 
pr I=: WwW September 30 showed 15% gain, but 
pout one ae slightly. vinerable 
js o industrial letdown. Yield of abou 
ml1s- 6',% is about average. 
ome Pacific Gas & Electric... 184.6 204.6 2.57 2.51 2.00 6.2 12.8 32 B2 Third largest utility operating company 
ular W with — cong gene Se. Com- 
pany planning to make third common 
rust ~ — a Future relief 
rom drought should aid earnings. 
and Philadelphia Electric... ‘116.0 1266e 71 160E 1.20 5.4 13.8 22  B2 Company conservatively capitalized 
hese W and financed, but earnings were off 
: W% in September statement. Long-term 
mon E outlook considered favorable. 
they Southern California Edison... 84.9 95.4e 2.05 2.00 E 1.50 4.8 15.5 31 B—I Earnings expected to show progressive 
tock improvement as expenses reflect relief 
from special costs incurring in change- 
less over to 60-cycle current. Eventual in- 
crease in dividend rate possible. 
Tampa Electric 8.2 97 ¢ 2.32 2.20E 2.00 7.4 12.2 27 B2 Yield is high but recent earnings barely 


aaa $2 dividend rate. With new 

000 KW generating plant profit mar- 
= should improve. Capitalization 
conservative. 












































ring 
ticu- MFD. & MIXED GAS: 
and Brooklyn Union Gas. cen 314 27.6f  def.29 5E Nil : 29.4 22 BI Earnings still highly irregular, but 
S Mm should improve with fourth-round rate 
P increase recently granted. Resumption 
1 1In- of dividends still uncertain, however. 
buy Company will benefit in 1951 by natural 
ape gas. 
7 Laclede Gas Light... . 14.4 lé.le 83 OE 20 4.0 5.5 5 C2 ee greet pemecho eg by low ve 
iy end. Handicappe poor capita 
én structure and pate of coaaventen cost. 
1e to Earnings gain with more natural gas, 
ions a when debentures are con- 
ve 
Be People’s Gas Light & Coke... 45.5 33.8 f 10.35 8.50E 5.62 5.9 12.4 97 A2 - = financial position, company 
4 ’ shou enefit from improving natura 
nd h y Ww gas supply. Dividend rate increased 
ont ee from $4 to $6 in recent years and further 
) 000 increase possible during 1949-50. 
i ; 
pris- Washington Gas Light... 16.3 18.4¢ 1.88 2.50E 1.50 6.0 10.0 25 BI pan prs oy bag leone ste — 
end record, now has full advantage o 
1. In W natural gas. Stock yield 6% on $1.50 
over pa — prevailed through last 
ecade 
in to 
* ago t—Based on 1948 actual or estimated earnings. c—1I2 months ended Nov. 30. 
than a—I!I1! months. e—12 months Sept. 30. 
ving, b—4 months. f—9 months Sept. 30. 
EET FEBRUARY 
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During 1948 the utility program of installing 
efficient new steam generating equipment (which 
started in the summer of 1947) went into high gear. 
In November, for example, 739,000 KW of new 
equipment was installed bringing total capacity to 
55,707,000 KW. This increase probably included 
several big new units such as those of Niagara Hud- 
son and Public Service Electric & Gas (the October 
gain was only 225,000 KW). Some of these new 
plants turn out almost twice as much electricity per 
pound of coal as the old, inefficient facilities which 
they replaced; and companies like Niagara Hudson, 
which had been buying power heavily, were thus 
greatly benefited. 

While the new plants cost 50%-100% more per 
KW of capacity to construct than the old, neverthe- 
less the higher capital costs should be more than 
offset by savings in fuel and other operating ex- 
penses; in other words the utilities gain on balance 
in using the new equipment. 


Rising Power Demand 


The demand for electricity continues to increase 
at an almost unabated rate. In the week ended 
January 8 the gain was 9%, and in the following 
week 7% despite severe storms. The New England 
district, hard hit by decreased activity in shoes, 
textiles, etc., is the only section to show a decrease 
(about 2%); the Rocky Mountain area is running 
24% over last year. Gains are biggest for residen- 
tial sales; in November these customers used 17% 
more current, commercial users 8% more and in- 
dustrial plants about 10% more. The increase in 
domestic sales reflects the huge housing programs 
as well as expanded use by old customers who have 
been buying new appliances, television sets, etc. 
This residential business is the most profitable for 
the utilities and helps to explain the more favorable 
earnings picture. 

On an overall basis the electric utilities are now 
getting fairer treatment from the Public Service 
Commissions in the various states. Some straight 
electric rate increases have been granted, but most 
readjustments have been indirect in character. 
Detroit Edison, which formerly granted 10% dis- 
counts for prompt payment of bills, has been 
allowed to decrease this discount to 3%, and has 
also been permitted to add a fuel adjustment clause 
to its residential and commercial rate schedules. The 
Commission first granted an interim increase of 
about $5,000,000 last July and recently the amount 
was raised to $13,000,000 (through these two 
methods) and made permanent. Detroit Edison had 
been earning about 4.8% on its invested capital and 
the boost will probably lift this to around 6% which 
is considered a fair rate of return. Share earnings 
will be increased from around $1.40 to $2.38, it is 
estimated, which may permit a rise in the $1.40 
dividend rate. 


Other Rate Developments 


Consumers Power (in Michigan) is now asking 
for a higher rate. Ohio has been treating its utilities 
favorably, as indicated by increasing earnings of 
Cleveland Electric and Cincinnati Gas & Electric 
resulting from rate adjustments. 

New York State is an exception to the trend, how- 
ever. Consolidated Edison was recently ordered by 
the Public Service Commission to reduce electric 
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rates “temporarily” about 10% or $21,500,000 per 


annum. This was partially offset by an interim in- 4 


crease of $11,440,000 in gas rates. The result is an 
estimated reduction of about 50 cents in share earn- 


ings, which in 1948 were $2.31. The company igs | 


being allowed to earn only 5% ‘“‘temporarily”’ on its 
electric rate base, after the latter had been sharply 
reduced by the Commission from the company’s 
figures. While the increase in gas rates seems justi- 
fied (the company was losing money for a time on 
its gas business), the hike of about 50% in gas 
heating rates in Queens has naturally annoyed 
buyers of new homes which were equipped only for 
gas heating, and they want the PSC and the com- 
pany investigated. Meanwhile the CIO union, which 
includes over five-sixths of Consolidated Edison’s 
employees, has asked for $23 million in higher com- 
pensation and threatens to call a strike March 1. 
Thus Consolidated Edison, which does nearly 10% 
of all the electrical business in the country, is being 
hit on all sides. 

However, New York seems quite exceptional in 
the current severity of its regulatory policies, and 
perhaps the latter may change with the new make- 
up of the Commission (three Commissioners are 
resigning or ending their terms of office). Most of 
the State Commissions allow a rate of 6% on fair 
value; and in some states such as Ohio, cost of 


plant reproduction, now very high, can be taken © 


into account along with original costs in fixing the 
rate base. In southern states, standards are gen- 
erally quite lenient — in Texas for instance utilities 
are frequently allowed to earn 8%-10% on their 
rate base without rate reductions being required, 
regulation in that state being largely in the hands 
of municipalities. Moreover, no special effort is 
made to reduce the rate base by every possible 
means as is done in New York. 


Diverse Regulatory Standards 


Because of these irregularities in regulatory 
standards, utility equities have not proved particu- 
larly popular with institutional buyers. Most big life 
insurance companies can’t buy common stocks any- 
way, and the smaller institutions which are per- 
mitted to buy them do not invest very heavily. On 
the other hand some of the big open-end investment 
trusts have been fairly heavy purchasers. But it 
takes a considerable amount of buying merely to 
“mop up” the substantial amounts of new utility 
offerings which come on the market these days. 
During the past year, there have been a number of 
large blocks of stock liquidated by holding com- 
panies which are in process of dissolution, and the 
operating companies have also offered common 
stock to their own stockholders or to the general 
public. 


These conditions make it possible for the private © 


investor in utility stocks to obtain excellent yields. 
Relatively high-grade issues can now be purchased 
to yield over 6% and many second-grade stocks 
yield 8%-10%. 

After the election last November, there was some 
selling of utilities by those who feared that Pres!- 
dent Truman would immediately press for restora- 
tion of excess profits taxes. But it now appears that 
this tax will not be revived, and that any increase In 
the corporate tax rate is unlikely to go beyond 45% 
(from the present 38%). Moreover, there is a bare 
chance that the new tax (Please turn to page 535) 
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The FOOD 


Companies 


By STANLEY DEVLIN 


, consumers spent around $40 billion 
for food last year, relatively few processors were 
able to report earnings gains. Indeed, the majority 
of concerns in this basic industry experienced a 
downtrend in net and for a wide variety of reasons. 
Looking ahead into 1949, however, a good many 
companies expect improved results on equally cogent 
grounds. Still the food industry, the nation’s largest 
form of enterprise, embraces so many subdivisions 
and has such a broad range of opportunities and 
problems that analysis of potentials in the year now 
started as a rule must be based upon individual 
situations rather than generalities. 

_At the outset, it should be realized that produc- 
tion and distribution of food is passing through a 
period of flux, induced by numerous economic cross 
currents. At the moment it appears pretty certain 
that the national income will not recede significantly 
from the record level of 1948 and, as always, food 
purchases will continue to represent the lion’s share 
of family budgets. On the other hand there is ac- 
cumulating evidence that consumers are becoming 
more selective in their buying habits than a year 
ago, although eating more liberally than in prewar. 

Whether resistance to high priced foods, the in- 
creasing availability of other goods or a resurgence 
of thrift is accountable for this is anyone’s guess, 
but the demand for luxury foods has certainly 
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tapered off. Then record crops 
point to lower food prices all 
along the line in 1949, despite 
Government price supports, 
accentuating inventory prob- 
lems of many processors. 
Stimulus for a gradual de- 
cline in food prices is provided 
by the marked improvement 
in agricultural conditions in 
Europe and elsewhere over- 
seas. In reflection of reduced 
foreign demand, the Depart- 
ment of Agriculture has allo- 
cated 10.9 million pounds of 
meats and meat products for 
export shipment during the 
first quarter of 1949, com- 
pared with 13.4 million 
pounds in the first three 
months of 1948. 

In the main, these cross 
currents were generated last 
year and their influence was 
felt by all branches of the 
food industry, meat packers, 
canners, millers, dairies, 
bakers and distributors alike. 
During the process of adjust- 
ing to changing conditions, 
the test of managerial effi- 
ciency was pushed to the 
front, in large measure ac- 
counting for diverse results 
among leading concerns in the 
same field. As 1949 starts, the 
abundance of food supplies, 
ample consumer purchasing 
power and stepped up promo- 
tional activities promise to 
sustain volume of the industry 
at high levels. At the operat- 
ing end, inventory hazards are 
reduced by the characteristically rapid turnover of 
foods, and further diminished by steps taken last 
year to bring inventories into desirable balance re- 
gardless of the impact upon profit margins. Trade 
Associations seem agreed that by the end of 1948, 
the industry’s inventory position from processors 
down to the retail level had become the soundest in 
history. 

Reversal of Profit Margin Trend? 


Granting this, it is probable that the general nar- 
rowing of profit margins that occurred last year will 
now be followed by a reverse trend, at least of mod- 
erate proportions. Undeniably the period of inven- 
tory profits has passed, and if food prices continue 
their downward course, margins in many instances 
will be pinched, normally narrow as they are. As an 
offset, concerns with a strongly entrenched trade 
position or with established brand popularity should 
be able to maintain volume at a high level or even 
to achieve sales gains. Larger promotional expendi- 
tures in the current very competitive year, though, 
will be needed to reach anticipated goals. 


MEAT PACKERS: Studies made by the American Meat 
Institute indicate a moderate decline in consumption 
during 1949. Specifically, the average person is ex- 
pected to eat 143 pounds of meat in contrast to 146 
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pounds last year and 139 pounds in the prewar years winter breeding. Last year’s record corn crop will 
of 1939-41. Somewhat less beef will be consumed, ffind reflection in an ample supply of hogs this 
but a larger amount of pork. Meat production total- spring, for the fall pig crop was the largest since 
ling 2114 billion pounds in 1948 is expected to be 1945 and the spring crop may total 56.5 million, 
duplicated in 1949, unless the severe winter condi- establishing a high record since 1943. Not until the 
tions in the West cause more livestock losses than second half year, though, will the supply of beef 
anticipated. Storm conditions also may affect normal animals become fully abundant because time is re- 








Pertinent Statistics on Leading Food Processors 

















Net Curr. Inven- Price- _Invest- 
—Net Per Share— Assets tories Div. Div. Recent Earnings ment 
1947 1948 $ million 1948 Yield Price Ratiof Rating COMMENTS 
Armour & Co... $6.81 def.$1.22 $172.9 $175.5 $ .90¢ 11.2% $8 fod C+ righ “our pe be By 9 
More normal conditions in 1949 should 
restore earning capacity but resump- 
tion of dividends uncertain. 
Beatrice Foods 6.39 5.00E 15.9 4.6 2.50 7.1 35 7.0 A2 Rising eel prevention oe 








but 50 cents quarterly dividend is secure 
and near term extra possible. 
a i : 10. Despite probable 25% volume gain in 
Beech-Nut Packing ..... 3.62 3.50E 21.9 18.2 2.00 5.7 35 10.0 A2 a te cam alae ceive 
j earnings somewhat. But declaration of 
| a 40 cents per share year-end extra indi- 
cates liberal dividend policies. 


Best Foods 3.53 6.36 25.1 11.4 3.75 12.5 30 4.7 C+3 Broad product diversification, with 
WwW 








profitable operations in all divisions 
sustain earnings. Dividend secure and 
further extras probable. 
Earnings and dividend stability indi- 
Borden Co. oo 4.61 4.75E 89.5 48.9 2.55 6.2 41 8.6 A2 Saar tae TER Encl cole ackees of 
Ww the farm level should be a favorable 
factor in maintaining profit margins. 


P A A } Mcderate decline in earnings from re- 
California Packing ... 13.33 9.00 E 25.4 36.3 3.00 8.6 35 a B3 pric pn ig: cone 4 A ose: ioe agli 
Ww above average results expected. Out- 
look good for occasional extra divi- 

dends in 1949. 


. . s 1948 sharp drop in earnings caused by 
Clinton Industries 4.88 1.75E 11.2 4.2 2.40 8.0 30 17.2 BI foi ano pdb. all a anced soph 
competition from sugar. 1949 outlook 
much brighter. Monthly 20 cents divi- 

dends declared for next two periods. 
. ? Inventory adjustments pinched 1948 mar- 
Consolidated Grocers.. 3.86 2.85 11.9 19.9 1.00 17 13 4.6 C+2 gins but operations in current year 
should be smoother. Conservative divi- 
dend cf this dominant concern appears 




















safe. 
rs : Following excepti ily fa bi 2 
Continental Baking 3.87 5.84 10.8 ~~ a Se = a6 OTE Ge oo oes, setae & 


view of lower materials costs. Stable 
dividends and probable extras indi- | 
cated. 


a 1949 sales and earnings likely to show | 

Corn Products Ref... 6.07 4.00E 44.8 12.8 3.60 5.9 él 15.2 Bl spAsseuaak Wimcanuanale aver task vem, 
due to ample corn supplies at reduced 
prices. No change in dividend rate 
expected. 


i ; i 2 12. Lower grain prices should help widen 

Cream of Wheat... 2.02 2.00 E 3.9 I. 2.00 8.0 5 5 C42 profit margins of this specialist. In- 
creased taxes, though, might cause 
lower dividend. 


; ( f f J yom BI Earnings last year sharply reduced by 

Cudahy Packing ........_ 4.32 36 36.8 50.9 60 75 8 8 strikes and peak cattle os Bi Substan- 
tial recovery looked for in current year. 
15 cents quarterly dividend should be 
maintained. 


° : e : 1.00 9.1 7 4.9 C+2 Expanding sales and declining mate- 

General Baking 1.31 2.25E 8.9 19 0 rials costs improved 1948 earnings. Out- 
look good for 1949. Ample coverage of 
dividends assures stability. 


; | 100.4 2.00 46 43 9.6 B2 Efficient purchasing methods and ex- 

General Foods ...... 3.19 4.50E 109 00 panding sales have established rise in 
earnings. Similar good results possible 
in current year. No change in dividend 
probable. - 


r , : 1.9 2.50 4.8 52 8.9 A2 ‘Expanding volume, reduced materials 

General Mills 3.91 5.83 55.6 3 costs and product diversification should 
hold earnings close to 1948 high levels. 
Increased dividend rate secure and 
extras likely. 


; i 32 54. 59.8 1.80 5.6 32 9.6 A2 = Reduced costs of vegetables likely to 

_="4 Sea 4.14 3.3 3 lift earnings for fiscal 1948-49 moder. 
ately. Strong finances assure dividends 
at current rate. 

Hunt Foods __. 5.51 4.00E 18.9 15.2 1.00 10.0 10 25 C+2 Lower sales and inventory adjustments 

reduced last year’s earnings, but out- 

look improved if freezes common on 

Western Coast present no barrier. Divi- 

dend seems safe. 

Hygrade Food ned. 34t 1.78 6.9 3.3 1.00 5.9 17 95 C+2 Processor of meats and wag me house 
products, with various other foods. Un- 
favorable operating conditions reduced 
earnings in 1948 but improvement now 
probable. Annual $! dividend appears 
well protected. 
































t—Based on 1948 actual or estimated earnings. b—Fiscal year ended May 31. 
E—Estimated. c—Latest 1948 omitted. 
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quired to fatten them for the markets. 

The fiscal year ended in the fall of 1948 brought 
sharply lower earnings to all the leading meat 
packers, as shareholders are well aware. Protracted 
strikes, extremely volatile prices for both meat ani- 
mals and the numerous products derived from them, 
shrank profit margins significantly although volume 


remained fairly stable. An additional handicap was 


a general rise in wages of about 9 cents per hour 
during the second half year that could not be passed 
along to the consumer through higher prices. The 
shrinkage in net earnings, though, varied substan- 
tially with the leading packers, as a result of dif- 
ferent policies and (Please turn to page 586) 








Pertinent Statistics on Leading Food Processors (contd.) 





—Net Per Share— 


1947 


1948 





Net Curr. 
Assets 


Inven- 
tories 
$ million—— 


Div. 
1948 


Div. 


Recent Earnings 


Yield Price 


Price- 


Invest- 
ment 


Ratiot Rating 


COMMENTS 





 |\Tibby, MeN. & Libby. 


1.79 


1.75 E 


40.8 


28.5 


75 


9.3 


4.6 


C2 


Moderate rise in volume expected to 
offset rising costs of 1948. Profit margins 
should widen in 1949 from reduced costs. 
No change in dividend expected. 





Morrell, John ce 


3.61 


3.23 


13.9 


1.87 


23 


7.1 


B2 


Established trade and labor relations 
favor chances for satisfactory opera- 
tions during 1949. Quarterly dividend of 
37', cents secure and extra possible 
during the year. 





National Biscuit 





3.00 E 


68.0 


2.00 


6.1 


33 


11.0 


Aggressive promotional activities and 
improved facilities likely to stabilize 
earnings. Strong finances tend to assure 
dividends at current level. 





National Dairy Prod. 
WwW 


4.00 E 


90.2 


72.1 


1.80 


6.4 


28 


7.0 


Lower raw material costs, along with 
unabated demand, should widen profit 
margins somewhat. Ample ratio of 
earnings to dividends indicated but 
capital needs may preclude increased 
liberality. 





Penick & Ford... 


2.75 E 


5.7 


6.8 


28 


10.2 


Bi 


Volatile corn prices and lower sales in 
1948 tended to reduce earnings, but out- 
look for 1949 seems favorable. Company 
paid 70 cents dividend in final quarter 
compared with 40 cents in previous 
periods. 





CG) | ae cara 


5.77 


5.00 E 


14.7 


27.1 


1.00 


4.5 


22 


44 


B2 


Firmer prices improved earnings in last 
half of 1948, Substantial product de- 
mand promises well maintained volume 
and satisfactory profits in current year. 
In due course an extra dividend may 
supplement conservative regular. 





Pillsbury Mills 


6.2 


32 


72 


BI 


Competitive factors, combined with ris- 
ing expenses, tend to narrow profit mar- 
gins somewhat despite sales gains. 
Lower grain costs should improve earn- 
ings potentials. Conservative dividend 
amply covered by earnings. 





Purity Bakeries 


4.06 


4.00 E 


6.6 


3.4 


2.55 


9.4 


27 


6.2 


B2 


Well sustained demand for company’s 
numerous specialties, together with re- 
duced costs of raw materials, point to 
stable operations in 1949. Rather liberal 
dividends likely to continue. 





Standard Brands... = 


2.32 


2.05 E 


67.8 


2.00 


10.5 


9.4 


C2 


Sharp drop in wheat prices last fall 
caused inventory losses and moderately 
reduced earnings. Outlook for 1949 
more encouraging. Reduction of divi- 
dend to 30 cents per share quarterly 
indicates conservatism. 





Stokely-Van Camp —__ 


1.97b 


1.00 


ee 


C+2 


Increasing: popularity of frozen food 
products benefitting over-all sales and 
profits. Net for fiscal 1949 expected to 
compare favorably with 1948. No varia- 
tion in 25 cents quarterly dividend 
anticipated. 





Sunshine Biscuits —_ 
WwW 


6.02 


6.50 E 


16.6 


14.1 


3.00 


yA 


40 


6.2 


B2 


Substantial modernization of facilities 
and stable demand for company's many 
products support predictions of satis- 
factory progress in current year. The 75 
cents quarterly dividend should be 
amply earned. 





With UConn 


3.02 


207.2 


162.4 


8.4 


31 


Sharply lower animal prices should 
strengthen earnings potentials in 1949, 
and reduced living costs minimize 
chances for another costly strike this 
year. The regular 40 cents quarterly 
dividend has just been supplemented by 
a 75 cents extra as in January, 1948. 





United Biscuit a 
Ww 


5.25 E 


12.4 


9.8 


6.8 


22 


4.2 


B2 


Firm prices for the company's products, 
though materials costs have declined, 
are sustaining adequate profit margins. 
The 1949 outlook is favorable and occa- 
sional small extra dividends may be 
expected. 





Ward Baking —.__ 


3.03 


4.63 


8.2 


3.5 


1.85 


12.4 


3.2 


C2 


Record sales of $86 million in 1948 lifted 
earnings impressively to peak heights 
Rising wage costs may be a problem in 
1949, though lower costs of materials 
mcy prove an offset. Liberal extra divi- 
dends now and then should be possible 





Wilson ‘4 nee 


6.82 


2.70 


16.6 


44 


Operations last year were handicapped 
by strikes and record priees for cattle 
and hogs, but the road ahead seems 
bright. Production of sporting goods as 
a side line has proved profitable. No 
change in dividend policies likely to 
occur. 











t{—Based on 1948 actual or estimated earnings. 
E—Estimated. 


b—Fiscal year ended May 31. 
c—Latest 1948 omitted. 
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Ta tobacco in- 


dustry finds much 
of encouragement 
in the 1949 out- 
look, with a good chance that volume and earnings 
should equal or even slightly —_— highly satis- 
factory figures established last year. This is saying 
a good deal, for evidence is seh dace sae that 1948 
continued an uptrend of moderate proportions that 
has progressed for several years in a row. A num- 
ber of factors combine to warrant a fair degree of 
optimism. 

During the year just ended, cigarette consumption 
soared by about 15 billion for a new high record of 
385 billion, 5% higher than in 1947 and 43% above 
the level of five years ago. Due to population growth, 
the number of cigarette smokers, especially in the 
United States, is constantly expanding and there 
are indications that in many areas American ciga- 
rettes are becoming increasingly more popular. 
Added to this is the element of high level national 
income that fosters expenditures for modestly priced 
luxuries of this sort. Thus it is not surprising that 
more people are smoking and that on the average 
they are smoking more. What strengthens the indus- 
try’s prospects for the current year is that even if 
a moderate recession should appear, cigarette manu- 
facturers traditionally retain above-average sta- 
bility. This is well shown by their experience in the 
depths of the Great Depression, when cigarette con- 
sumption declined by only 13% 





The Export Outlook 


While dollar shortages have created some changes 
in export potentials, an offsetting factor has been 
the increasingly liberality of ECA in permitting 
shipments of cigarettes to the hard pressed coun- 
tries of Europe. As a result of widespread use by 
the Armed Forces of popular American cigarettes 
overseas and local scarcities of every form of 
tobacco, our domestic brands still enjoy a status 
closely akin to currency in many foreign countries. 
In the rehabilitation of foreign economies the de- 
mand for cigarettes has become so important an 
element that ECA has stepped up allotments right 
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What of. . 
TOBACCOS? 


By FRANK R. WALTERS 








and left. As of last October, exports of domestic 
tobacco manufacturers involved shipments of 2.9 
billion cigarettes, nearly 50% more than in the cor- 
responding month of 1947 and total tobacco exports 
were valued at $8.6 million. The upward trend was 
fairly evenly distributed throughout 1948, but 
gained impetus in the last half of the year. All of 
which indicates that foreign markets can be ex- 
pected to take substantial quantities of tobacco prod- 
ucts during 1949. 


Battle of the Brands 


In the long continued battle between leading 
brands in the domestic market, no significant 
changes in position occurred last year. Indeed, sales 
gains were achieved by practically all well-known 
manufacturers, large and small, last year, though 
the rate naturally varied. As formerly, American 
Tobacco Company, R. J. Reynolds and Liggett & 
Myers continued to account for 80° of production 
for domestic markets, with their Lucky Strikes, 
Camels and Chesterfields respectively. Output of 
Lucky Strikes is thought to have increased to 103 
billion, a gain of 2%, with that of Camels close 
behind though definite figures have not been re- 
leased. Chesterfields retained their third ranking 
position, Liggett & Myers scoring the largest per- 
centage gain of the three, 6.8°° over 1947. 

Aside from these big three, the tax statistics of 
the Treasury Department show that sales by Philip 
Morris & Company rose by 17.4% last year, those 
of P. Lorillard’s Old Gold advancing 13.8% above 
1947. Above average gains also were established by 
Brown & Williamson’s Kools and Viceroy cigarettes 
as well as by Benson & Hedges’ Parliament brand. 
These figures all attest to the broad manner in which 
the various tobacco concerns shared in last year’s 
prosperity. 

From an operating viewpoint, the position of the 
tobacco manufacturers as to supplies of Burley and 
flue-cured material is satisfactory, though stiff 
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prices continue to rule. That there will be an ade- 
quate amount of all grades of raw tobacco to meet 
demand during 1949 seems well assured, at least 
in the opinion of the Department of Agriculture. 
Since the annual carry-over has been substantial for 
several years past, the Government has steadily 
urged tobacco growers to reduce their acreage, but 
nevertheless production per acre has increased. The 
1949 acreage quota has been set at about 960,000 
compared with 1.2 million acres in 1947. There is 
slim prospect that tobacco prices will recede from 
their present high levels during 1949, for Washing- 
ton supports them at 90° of parity. As the prac- 
tice of the industry is to average tobacco costs over 
a period of several years, current costs do not fully 
reflect the present high prices, but should begin to 
do so moderately as 1949 unfolds. 


Cost Factors 


Leaf tobacco costs are highly important in the 
manufacture of cigarettes, normally absorbing about 
70% of total costs. As an illustration of this factor, 
it has been estimated that a fluctuation of only 5% 
in average tobacco costs is the equivalent of 9 cents 
a thousand cigarettes. Wage costs, on the other 
hand, are a minor factor, normally representing 
less than 10% of the total expenses. During the 
first half of last year, profit margins of the leading 
manufacturers showed signs of being pinched by 
rising costs of leaf tobacco, but they easily overcame 
the difficulty by advancing the price of cigarettes 


in midyear by 35 cents per thousand. Consumers 
accepted the ensuing advance in retail prices with- 


out an apparent murmur, with the result that net 
earnings in the last half year rose smartly and 
established new high records for the full period in 
many cases. At the start of 1949, this factor lends 
encouragement to the outlook for operations during 
the current year. 


Inventory Problems 


With consumption of both cigarettes and cigars 
increasing steadily and with prices for leaf tobacco 
remaining high, the inventory problems of the in- 
dustry have been accentuated. To cure tobacco 
properly requires warehouse storage for from a year 
and a half to two years, necessitating purchase of 
huge quantities in relation to annual sales volume. 
To meet working capital requirements in recent 
years, five of the leading cigarette manufacturers 
have financed themselves for a total of around $500 
million. The well assured stability of the business 
and the high credit standing of the Big Five have 
made this feat possible at low rates for term loans, 
revolving bank credits, or on new preferred stocks. 
As matters now stand, every concern in this group 
has outstanding substantial amounts of both debt 
and senior stocks ahead of their equities. This lever- 
age factor enhances potentials for earnings appli- 
cable to the common stock in good times but acts in 
a reverse manner during recessive periods. The risk 
of carrying such heavy (Please turn to page 539) 





| 
| 


Net Curr. 
Assets 


Inven- 
—Net Per Share— 
| 1947 1948 
| 


American Snuff $2.12 $280E $132 $92 ~~ 


American Tobacco... 5.70 7.00E 366.8 


| 
| 


| 


6 General ( Cigar . 
| 


| Helme, G. W. “250E 45 £75, 

| 

Liggett & Myers 683 886 294.0 
W 

jLorillard 2.15 


Philip Morris 2.60b 


| 


Rayackls Tobacco “B"” 3.04 3.26 387.2 
WwW 


U.S. Tobacco. ez, 1.26 





| 
| — 


_ Position of L eading ay Companies _ 


tories Div. 
_—+s$ million— 1948 


$2.00 
“4930 375 
|Bayuk Cigars... +~««2.96,'si«iaHs—<“<i«é‘i SSSC«* SH :tC‘«‘ CK 


2.64 240E 224 31.2 ° 1.50 
2.20a 8.8 10.0 25 
369.2 5.00. 
2.35E 69.9 73.2 1.50 


550Eb 95.0 93.9 1.75 


459.7 2.00 


150E 193 163 1.35 


Invest- 
ment 
Rating COMMENTS 


B2 Second largest producer of snuff. “Long 
record of earnings and dividend stabil- 
ity. Declaration of 75 cents per share 
extra paid in January attests to confi- 
dent earnings position. 


5.8 9.3 65 A2 New management successfully meeting 
competition, making for good earnings 
outlook and continued strong trade 
position. Regular dividend recently been 
supolemented by $1 extra. 


8.8 7.A 17 B2 Uptrend in both dollar and unit sales 
plus higher prices not matched by earn- 
ings gains last year, though improve- 
ment probable in 1949. Dividend ap- 
pears secure. 

C+-2 ‘Profit margins “widened by lifted prices 
should stabilize 1949 earnings. Strong 
financial status should warrant dividend 
continuity. 

“A2 “Large producer of snuff, enjoying ‘stable 
earnings and a strong treasury position. 

liberal 


Price- 
Div. Earnings Recent 
Yield Ratiof Price | 


5.7%, 125 $35 


_— 2 2 = 


Baring higher taxes in 1949, 
dividends indicated. 


A? “Well maintained competitive position 
for company’s products enhances 1949 
outlook. Ample coverage of dividends 
suggests stability. 


B2 Satisfactory year ahead “probable, \ with 
chance that last year’s improved volume 
and earnings will be sustained. No 
change in dividend policies indicated. 


Market outlook favorable and good 
cost controls should produce earnings 
comparable to 1948. Annual dividends 
of $1.75 per share paid for two years 
past seem entirely safe. 


5.6 11.0 36 Al Improved operating conditions and ex- 
panding volume likely to bring satisfac- 
tory earnings in current year. The con- 
servative 45 cents quarterly dividend 
appears secure and a year-end extra 
not unlikely. 


Important manufacturer of snuff and 
smoking tobacco. Nearby volume and 
earnings should be maintained, but 
may decline somewhat under higher 
taxes which may also compel change in 
_liberal dividend policy. 


5.6 “10.1 89 


7s es 26 


43 7.5 41 «BI 


67 12.3 20 B2~ 











t—Based on 1948 actual or estimated earnings. 


E—Estimated. 


a—Adjusted. | 
b—Fiscal years ended 1948 and 1949. 
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i iahitiieds of many large scale corporate 
programs for expansion and modernization rather 
strongly indicates that over-all sales and earnings 
of the capital goods industry last year have reached 
their postwar peak. Yet there is sound evidence that 
1949 may prove quite a successful year for the in- 
dustry as a whole. The outlook seems brightest for 
manufacturers of heavy equipment, a receding de- 
mand for lighter machinery now making its appear- 
ance. Makers of machine tools experienced a gen- 
erally leaner year in 1948 and are not very 
optimistic about potentials in the near term, though 
the horizon is not altogether dark. 

Encouraging elements are numerous. Fact is that 
despite substantial progress made thus far in im- 
proving industrial facilities, the postwar expansion 
trend has far from been exhausted. Several years 
will probably be required before such industries as 
oil, utilities, steel, rayon and other enterprises com- 
plete construction work now past the planning 
stage. As they approach time for production, some 
immense outlays for equipment will have to be 
made. Additionally there are many projects delayed 
last year that may be revitalized if the inflationary 
spiral subsides, as now seems likely. Again, an- 
nouncements are still appearing of new multi- 
million dollar plants to be built in the near future, 
some involving outlays as high as $20 million. A 
substantial portion of these funds are necessarily 
earmarked for machinery and equipment. 

According to the Department of Commerce, cap- 
ital outlays in the first quarter of 1949 are esti- 
mated at $4.39 billion, $220 million more than in 
the corresponding period a year earlier, though 
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$620 million less than in the December quarter last 
year. In comparing these figures, allowance must be 
made for the increasing flow of raw materials in 
the course of a year. While the first quarter figures 
may not provide a sound clue to the rate for the 
entire current year, they support prediction that 
business of machinery manufacturers will be satis- 
factory through the first half year at least. 

Looking ahead a little further, there is a good 
chance that ECA orders for capital goods will ma- 
terially expand. Indeed, a rising scale of orders 
from this source has already begun, with totals 
from January through March likely to exceed $400 
million. As the months pass, it seems likely that the 
struggling industries of Western Europe may be 
permitted by ECA to purchase up to one billion 
dollars worth of American equipment, including 
orders from their colonies in Africa and elsewhere. 
At least a substantial increase in export shipments 
of machinery is to be expected, following a decline 
that occured last year. True, 79% more rolling mill 
equipment left our shores in the first eight months 
of 1948 than in the same period of 1947, but ma- 
chine tool shipments of every kind dropped from 
20% to 40%, while such essentials as generators, 
engines, boilers, mining and pumping machinery 
were also exported in smaller amounts. 


ECA Orders Take Time 
Just how soon hopes for increased orders will 
materialize is the main question. Between alloca- 
tions and the actual placing of orders by ECA 
countries there is a time lag. Therefore, a still longer 
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Position of Leading Machinery Stocks 








Price- Invest- 

—Net Per Share— Div. Div. Earnings Recent Price Range ment 

i “ 1948 1947 1948 Yield Ratiot Price 1948-49 Rating COMMENTS 

> WAmer. Mach. & Foundry... $1.50E $1.77 $.80 6.1% 87 $13  2134-12%4  C+2 Long established producer of cigar machinery. De- 


spite expanding sales, margins pinched somewhat 
by rising costs, but dividend stability well assured. 


Babcock & Wilcox... 12.50E 10.06 5.00b 9.8 41 51 6634-45 C+ Producer of boilers, now enjoying record prosper. 
X 








ity. Large backlog orders point to well sustained 
progress. Liberal dividends indicated. 
1 Manufacturer of specialty steel products. Started 
Blaw-Knox 2.70E 2.23 1.25 89 5.60 14 19% -13 C+ re ten nal i ote aks coe 
volume. No change in dividend likely. 
. vy. Largest producer of mechanical presses. Despite 
Bliss, 2 See Se eae: 3.10E 3.114 1.00a 10.0 3.2 10 14%, 9% C+2 volume downtrend, good cost controls holding 
earnings well. Conservative dividend safe. 
. k Leading maker of excavating machinery. Substan- 
Bucyrus-Erie wae 3.00 E 3.81 1.50 9.4 5.3 16 244-15 C+I tial backlog suggests stable volume at high level. 
Paid quarterly dividend of 45 cents per share in 
December, up !0 cents. 
20! Rising costs reducing earnings, though 1948 volume 
Buffalo Forge 6.75 E 8.09 4.00 12.5 4.1 32 40 -30!/2 C3 onon, Dividends telaling 96 per share tn 0909 goal. 
ably secure. 
o-125 Leading manufacturer of machine tools. Sales in 
I csc insane — SOE def30 50 36 233 14 21%-12% — C-F1 Leoding manstocturer of machine tock. Soles Te 
but dividend payments in 1949 uncertain. 
. 14. Sharp uptrend in volume last year lifted earnings. 
Caterpillar Wracior =... 7.32 5.29 3.00 5.6 8.3 54 68!/2-50 BI Selght enti seqmnets gaealile Ghideud ungsuter 
ment in current year. 


Chicago Pneumatic Tool... 8.00E 10.41 3.00 Jt. 3.4 27 40 -26 C+2 Strike last year caused dip in earnings but wide 
X 














Bass aN ero earn 

















coverage of dividends may result in year-end extra 
as in 1948. 
1/5. 91 Probable volume decline of about 16% last year 
Evans Products 34¢ 6.52 50 5.0 Boa 10 20'/2- 91/4 C+2 reduced earnings significantly. Prospects for stable 
dividend in [949 obscured. 


EeeaO — (6aBE 5.23 2.60 7.0 5.9 37 491/,-34!/, BI Diversified production Increasing sales and earn- 
X 








ings capacity. Outlook enhanced by revival of air- 
craft parts orders. Dividends not likely to change. 
Expanded facilities and sizeable orders for diesel 
locomotives promise to sustain satisfactory volume. 
Dividend amply earned and year-end extra possible. 
. y ; i x 2 4734-263 A2_ Intensified diversification stabilizing sales and 
Food Machinery & Chem... 4.00 E 4.49 1.50 5.6 6s 7 ta-26Y% earnings. Further growth potentials indicated. Divi- 
dend well covered by earnings. 
j r E : 24 1/5-23) C+2 Large sales to oil industry should continue. Com- 
Foster Wheeler... 7.50 E 3.03 1.00 4.2 3.2 38!/2-23!/, sack tae seashieokamies Ve cateeed Ie cae 
ings should result in dividend improvement. 
f A a A Fi : 1714-13! Well entrenched trade position likely to stabilize 
Greenfield Tap & Die... 3.00 E 3.33 1.20 8.6 4.7 14 7144-13", €t2 i salon, Fess cdeeeananidesd Galle 
creates assurance of regular payments. 
Ingersoll Rand _............... 8.75 E 8.03a 5.00a 7.9 Ue: 63 76!/4-58!/, A2_ Prospects for 1949 enhanced by heavy demand for 
last W oil equipment and special industrial machinery. 
as Liberal treatment of shareholders should continue. 
st be NOMI gee BM 8.52 3.40 8.9 4.7 38 43!/4-3054 C+] Leading producer of mining machinery. Large do- 
Is i X sais mestic and foreign orders should maintain opera- 
s m tions at high level. Recent lift of quarterly dividend 
ures rate to 80 cents should hold and year-end extra 
possible. 


: the | ia . 12.00E 8.68 5.50 8.5 5.4 65 70\/4-55!/, B2 Substantial backlog orders and expanded facilities 
X 





Ld 


Fairbanks Morse 8.00 E 7.05 2.50 6.6 4.8 38 547/,-37 5 
x 




















that point to high level activities in 1949. Dividend safe 
Bee and payment of extras possible. 
atis- Leading producer of rolling mills, with large un- 
filled orders. Strong finances and uptrend in earn- 
ings lend confidence in continued liberal dividends. 
ood : : : 
g Monarch Machine Tool... 3.00E 3.46 2.00 9.5 7.0 21 2934-2 14/4 C-+1 Producer of automatic metal turning machines. Im- 
ma- yer ~— rg, Sti Pee ae downtrend of 
1948. No change in 50 cents dividend expected. 
‘ders National Acme... 235E 441 2.00 95 89 21 29 -18 C+2 Important supplier of automatic machinery to auto- 
otals motive and aor gy ag oe ae lower —- 
last year outlook is fair, but maintenance of 50 
$400 cents quarterly dividend uncertain. 
t the Niles-Bement-Pond ...... 1.60E 1.23 .60 7.5 5.0 8 123%4- 75% C+2 Well established maker of machine tools and spe- 
cialties. Good cost controls sustaining earnings. No 
4 be variation in conservative dividend anticipated. 

j St F j 7 j ; 49 36 411-353 2 Producer of numerous precision tools. Satisfactory 
lion arret, L. S, 7.29 7.78 3.00 63 (2 Ys c+ demand from aircraft and other industries should 
ding — volume on even keel. Dividend amply covered 
nere. y earnings. ; ; 
ents United Engineering & Fdy. 6.00 E 4.12 3.75 9.6 6.5 39 4634-37!) B2 Large scale domestic and foreign orders for steel 


milli equipment indicate favorable operations in 
cline possible. 


current year. Dividend stable and year-end extra 
mill | ||U.S. Hoffman Mach... 59c3.26~—=SN a 8  I4- 7% C+2 A leading manufacturer of laundry and dry clean- 
th ing equipment, experiencing reduced demand. 
ntns Sharp drop in earnings indicates no immediate 
ma- & resumption of dividends. 
‘ Van 2 a I. 9.1 8.8 TT 151/- 95 Strikes and lower sales adversely affected 1948 
from Norman 1.25 60 00 SY, Ys BI earnings. Improvement probably in sight but sta- 
. : bility of dividend not well assured. 
ors, © Waukesha M 3 | B R ts off i lightly aff 
ee ‘au oot ne 4.54 1.25 8.9 a 14 2034-12 —2 Rising costs offsetting volume gains, slightly affect- 
nery et ee 3 5 0% tr 2 ing earnings. Conservative dividend, though, 
should be easily maintained. 
Worthington Pump & Mch. 5.00E 5.86a 1.25a 89 2.8 14 255-135 B| Labor troubles an adverse factor in 1948 but heavy 
x backlog orders indicate large volume in 1949. 
Earnings cover dividend by wide margin. 





Mesta Machine ..... 4.50E 3.03 3.50 9.0 8.6 39 4434-3554 c+ 









































all E—Estimated. b—Plus stock. 
wi t}—Based on 1948 actual or estimated earnings. c—9 months. 
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interval often occurs before orders can be translated 
into sales and shipments. Thus far, progress of the 
Marshall Plan has been hampered by the urge of 
ECA countries to use their available dollars for 
relief purposes rather than for capital goods, al- 
though European manufacturers have been keen to 
place orders. In the near term it appears certain 
that ECA funds will be released to encourage pro- 
duction as a number one project. 


Impact of Defense Orders 


Optimism over the outlook for the second half 
year is enhanced also by progress of the Defense 
Program, not to mention orders likely to develop 
if Congress decides to implement some of the vast 
public works proposals of President Truman. While 
such activities are slow in getting fully under way, 
they are sure to gain speed in near term months 
when budgetary problems are solved. As matters 
now look, the machinery industry is due to benefit 
from receipt of orders totalling $500 million, if not 
more, in connection with the Defense Program, 
though the bulk will not flow in until after midyear. 
The Government now is busy appraising the equip- 
ment needs of anticipated suppliers as well as sur- 
veying the condition of their own standby plants 
now idle. But this process consumes time, as does 
the determination of order placing, at both the Gov- 
ernment and industry levels. 

While backlog orders of numerous machinery and 
tool makers have shrunk, in some divisions the 
reverse has been true. High labor costs have spurred 
managements in all sections of the country to re- 
duce operating expenses on the factory floor and in 
handling materials as never before. Far-sighted 
manufacturers, of course, have made substantial 
progress in this direction already, but there is 
plenty of room for further improvement. Despite 
billions of dollars spent in postwar for modern 
equipment, a sizeable majority of all tools and ma- 
chinery now in use has become outmoded or worn. 
Now that the seller’s market for most kind of goods 
has almost faded away, managements that have 
been coasting ‘along with useful but not exception- 
ally efficient equipment realize full well that their 
sole chance of overcoming high break-even points is 
by the acquisition of the most up-to-date machines 
and tools. For this reason it is logical to assume 
that volume of many equipment suppliers will re- 
main at satisfactory levels, if not expanding mod- 
erately. Availability of funds for purchase is gener- 
ally no problem, the equipment will pay for itself 
in time and there is every incentive to encourage 
order placements. 


Revival of Industry Buying? 


Possible evidence that a second round of intensi- 
fied buying of equipment may have started is fur- 
nished by reports that incoming orders during the 
last quarter of 1948 were more impressive than for 
many months previous. At the end of the year, for 
example, such concerns as Blaw-Knox found the 
outlook decidedly good. This concern stepped up 
shipments by about $7 million in 1948 but expanded 
its backlog by about $10 million, much of which 
accumulated at an increasing pace. Foster Wheeler, 
an important boiler manufacturer, ended the year 
with a backlog of $107 million and Babcock Wilcox 
on the same date had $148 million unfilled orders on 
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its books. Manufacturers of heavier equipment, such 
as huge generators, require such an extended time © 
before deliveries that they are not promising delivy- 
ery before 1951. 

On the other hand, less optimism prevails among 
producers of machine tools, although there are un- 
certainties on the horizon that worry all manufac- 
turers of capital goods. Sales by the machine tool 
industry probably declined to about $285 million 
last year, about $20 million under the previous year, 
Hope is that total volume will reach $300 million at 
least in 1949, but it is qualified by a number of 
“ifs.’’ Chief reliance is placed upon increased orders 
later in the year from ECA, but until these take 
definite form they cannot be surely counted upon. 
If they do materialize in the substantial volume 
envisaged and are not too long in appearing, the 
leading tool makers could have a much better year 
than in 1948. 

Meanwhile, the tool branch of the industry is 
operating at about half of capacity, a handicap it 
experienced all during 1948. In war years, output 
soared to more than $1.3 billion. dropping to around 
$400 million under early peactime conditions. Manv- 
facture of machine tools is distributed among a 
very large number of relatively small concerns, 
among which competition is severe at best, and in- 
creasingly so under current conditions. Normally, 
the principal market served is the automotive in- 
dustry, now operating full blast. Sales prospects in 
this field for 1949 are conditioned upon forthcoming 
potential changes in car designs for 1950, but how 
substantial these will be remains an unknown factor 
for some months to come. 


Problems of Tool Manufacturers 


Those tool manufacturers that experienced a 
downtrend in sales last year found difficulty with 
their increased break-even points, in fact on a vary- 
ing scale all through the industry. This same thing 
held true, of course, of other divisions of the in- 
dustry. Take Evans Products Company, for exam- 
ple, whose sales for nine months of last year dipped 
to $15 million compared with $18.1 million in the 
corresponding period of 1947, and net earnings de- 
clined to 34 cents per share compared with $4.08. 
In general, though, there was marked ability among 
the better situated companies in holding earnings 
declines to modest proportions in the face of slightly 
lower volume. This is all the more true considering 
the higher selling costs arising from the struggle 
to keep volume as high as possible. Equally impres- 
sive in scanning the over-all picture are the higher 
earnings achieved last year by many outstanding 
leaders in the industry. Reference to appended table 
listing 28 machinery or tool manufacturers will 
show a dozen that improved their earnings in 1948. 
And in most other cases, dividends were rather 
safely protected by net. 

What arouses most caution over the 1949 outlook 
for this industry is the traditional reluctance of cus- 
tomers to place orders for additional equipment dur- 
ing recessionary periods. Until the impact on busi- 
ness of current deflationary forces is more fully 
demonstrated, uncertainty over this factor will re- 
main. If corporate taxes, also, are lifted during a 
period when corporate volume may decline because 
of reduced demand and lower prices, orders for new 
equipment might be among the first to be deferred. 
To judge by former (Please turn to page 538) 
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No one knows what the final 
outcome of the Government suit 
against A. T. & T. will be. But 
here is an analysis and projec- 
tion of its potential meaning to 
the stockholder. The conclusions 
on the whole are reassuring. 


Investment Audit of AT.& T. 


—IN LIGHT OF GOVERNMENT’S SUIT 


By GEORGE 


y opening shot of what promises to be- 
come a bitterly contested and highly significant legal 
battle was fired last month when the Department of 
Justice began suit against the American Telephone 
& Telegraph Co., to compel divestment of its manu- 
facturing subsidiary, Western Electric Co. Outcome 
of the action is vitally important not only to three- 
quarters of a million owners of Telephone shares 
but to other investors interested directly and in- 
directly. This development, long threatened, is an- 
other bit of evidence of the familiar ‘“anti-bigness’”’ 
political philosophy that gained momentum in the 
depression. 

Because this proposal presents a problem for the 
largest single family of stockholders in the country 
—more than 760,000—a careful appraisal of the 
situation is in order. Does the legal action imperil 
the company’s regular $9 annual dividend? Will 
plans for vast expansion and improvement of facil- 
ities be adversely affected? What about earnings 
trends and prices for the stock? These are ques- 
tions which need to be answered. 


Initial Market Response 


The first stock market response was a_ sharp 
decline. Within a relatively short time, however, 
most of the loss was recovered. The logical inter- 
pretation of such action is found in the fact that 
many traders had been anticipating filing of the 
suit and were prepared for the wave of selling 
induced by fear. Accordingly, shorts had an oppor- 
tunity to cover at a profit on the setback. This de- 
velopment reflected the public’s traditional nervous- 
hess over all legal maneuvers. All precedent sug- 
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gests that a breakup such as proposed by the 
Justice Department—if it eventually should be en- 
forced—would prove beneficial for holders of the 
stock, inasmuch as the sum of component parts usu- 
ally is worth more in the market than the whole 
corporate entity. 

Without attempting to guess what disposition of 
the case may be made by the courts, it is possible to 
reach several important conclusions that have a 
bearing on current market behavior of the stock 
and which may help investors to determine indi- 
vidual investment policies : 

(1) Several years may be required to adjudicate 
the case, since an action so complicated and so far- 
reaching in its implications will be vigorously con- 
tested. Hence, there is little need for hasty action 
by investors owning the stock. 

(2) There seems to be nothing in the papers filed 
in the suit to present an immediate threat to opera- 
tions either of the parent company or any of its 
affiliated concerns. In others words, this development 
should have no bearing on operating results for 
1949. Nor does it seem likely that the parent com- 
pany’s dividend policy should be affected in the 
interim. 

(3) Financing plans may need to be altered if 
investment psychology should be disturbed to an 
extent that would prohibit issuance of additional 
stock or convertible debentures upon as satisfac- 
tory terms as management would desire. It is 
doubtful, however, that this action will retard 
Telephone’s program of expansion and improvement. 

(4) Possibility of a political boomerang is worth 
considering, since the Government move may be 
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Financial Data on the Bell System—Intercompany Duplications Excluded 
($ Millions) 
1948* 1947 1946 1945 1944 1943 1942 1941 1940 1939 
Operating Revenues ........... $2,599.2  $2,224.6  $2,093.7.  $1,930.9  $1,769.7.  $1,648.1 $1,469.3  $1,298.7  $1,174.3  $1,107.2 
Expenses and Taxes......... . 2,344.4 2,039.0 1,848.2 1,673.8 1,553.8 1,421.3 1,253.2 1,069.5 953.4 889.8 
Net Operating Income 254.8 185.6 245.5 257.1 215.9 226.8 210.1 229.2 220.9 217.4 
Fapenen OM OS 88.2 62.6 42.2 46.3 48.1 51.6 51.3 49.0 42.5 42.7 
Fixed Charges, Times Earned... 3.66 3.58 5.95 4,86 4.57 4.48 4.24 4.92 5.83 5.33 
Net nee 235.6 165.6 215.2 184.1 176.7 184.6 170.9 199.5 219.4 199.6 
Net Per Share............... 10.21 7.66 10.12 8.78 8.76 9.46 8.79 10.26 11.26 10.18 
ae 15854- 1743%4- —-200!/4- ~—s196Ya- ~—s 166%q- 15 BI/g- = 13434- = 1689%4- ss 7SYg- TING 
a oa 147% 149%, 159%, 157 156 1274 101%, 115%, 145 148 
Gross Property oo eccennenne $8,299.3  $7,348.8  $6,294.4 $5,702.1 $5,512.4 $5,387.8 $5,296.7 $5,047.9  $4,747.7 $4,590.5 
Depreciation Reserve . . 2,492.4 2,380.5 2,225.4 2,051.8 1,882.8 1,717.4 1,560.2 1,444.3 1,360.9 1,304.4 
Net Working Capital... 165.5 325.8 188.0 115.3 134.8 114.7 46.2 163.7 138.5 83.6 
Runged Pept... 3,148.8 2,759.1 1,754.8 1,263.6 1,345.9 1,405.1 1,417.1 1,383.4 1,130.3 991.7 
*—Income account for 12 mos. ended Nov. 30 and balance sheet as of Sept. 30. 











interpreted by hundreds of thousands of employees, 
school teachers, widows and other stockholders as a 
direct attack upon their pocketbooks. 

Before considering in detail possible effects of 
the suit, it may be well to outline the objectives 
sought by the Government. In the first place, the 
Justice Department argues that costs of equipment 
would be reduced if competition were fostered and 
that adoption of modern methods of communication 
would be encouraged. Hence it is proposed that 
Western Electric manufacturing operations be 
segregated and thereafter divided into three com- 
peting manufacturing units. 


The Government's Objectives 


Breakup of Western Electric, under the proposal, 
would be into three separate and completely inde- 
pendent companies, two of them producing a full 
line of telephones and necessary equipment and the 
third manufacturing special products not used ex- 
clusively in operation of telephone plants. Nucleus 
of the first company would be Western Electric’s 
huge Hawthorne Works in Chicago together with 
plants in St. Paul and in Lincoln, Nebraska. The 
second concern would be composed of the Kearny 
Works in New Jersey together with the Point 
Breeze plant near Baltimore and smaller units in 
New York City and in Buffalo. The third independ- 
ent company would be located in Philadelphia and 
would take over the “Special Shop” there as well as 
the Electronics plant in New York. 

The court would be asked, in the suit, to order all 
companies to make available patents for all appli- 
cants at reasonable royalties and to provide tech- 
nical assistance that may be desired. Policies gov- 
erning purchases by operating telephone companies 
presumably would be modified by the court, if the 
suit should prove successful, for the Justice Depart- 
ment would require purchase on competitive bidding 
formulas. Control over types of equipment now 
exercised by the parent company would be outlawed. 
Extent to which competition would be spurred is 
indicated by the suggestion in the Government pro- 
gram that “specifications must be prepared and 
disseminated in such manner as to enable any quali- 
fied manufacturer, seller, distributor, supplier or 
installer to compete on a fair, non-discriminatory 
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and competitive basis.” 

Now what is this Western Electric Co., which the 
Justice Department wants cut adrift and broken up 
into competing manufacturers? Few investors have 
any conception of its ramifications, inasmuch as its 
financial and operating statistics attract compara- 
tively little attention because of limited amount of 
stock in hands of outsiders. American Telephone 
owns 99.8 per cent of the outstanding 9 million 
shares. 

It is not generally realized, for example, that in 
size and general characteristics the company is not 
too much different from General Electric Co. and 
Westinghouse Electric Corp. Sales for 1947—latest 
information available—approximated $1,186 million 
for General Electric, $996 million for Western Elec- 
tric and $703 million for Westinghouse. GE had 
148,148 employees at the end of 1947, Western 





Electric had 132,927 and Westinghouse had 102,065. | 


The telephone manufacturing concern announced it 
had reduced its working force last year to about 
108,000. 


A Pertinent Comparison 


Here, then, is a basis—unsatisfactory, though it | 
may be—for estimating potential worth of the West- | 
ern Electric organization. Let us consider some of the | 
significant items in 1947 income accounts and bal- | 
ance sheets for these three companies (in millions): | 





Western General Westing- 

Electric Electric house 
OE 5 cisshsasnkebeiniesmienins $996.0 $1,186.3 $703.2 
Oper. income ............ 32.6 165.9 88.7 
Net income .............. 32.8 83.3 48.8 
Dividends paid ........ 27.0 46.1 18.4 
Current assets .......... 470.2 659.3 429.1 
Net working capital 771.0 350.0 359.5 
Indebtedness ............ 180.0 200.0 130.0 
Preferred stock ...... a -— — § 
Common stock .......... 262.5 180.3 162.7 | 


AONE IC TI a ge 


Several observations may be noted in this com- | 


parison. In the case of Western Electric, operating 
income appears disproportionately small in com- 
parison with sales volume and dividend disburse- 


ments seem unusually high in comparison with net | 


profit—by today’s standards, at least. The opinion E 
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Some Interesting Facts About the Bell System 





AS OF DECEMBER 31: 

















a—Estimated 





1910 1920 1925 1935 1947 
Number of Telephones........ 3,933,056 8,133,759 11,909,578 13,573,025 28,506,795 
Number of Central Offices 4,933 5,767 6,147 6,896 7,727 
OI | een : . 11,642,212 24,863,000 44,943,000 78,626,000 112,774,000 
Average Daily Telephone Conversations . 22,284,010 33,125,000 50,141,000 60,290,000 115,057,000 
Number of Employees 156,294 228,943 335,858 268,755 663,089 
Number of American Telephone & Telegraph Stockholders... 36,000 a 140,000 a 362,179 657,465 723,374 

















may be expressed, therefore, that prices of Western 
Electric’s products very well might have been sub- 
stantially higher if they were being manufactured 
for sale to unaffiliated interests. 

The question might be raised as to whether op- 
erating economies would be encouraged or retarded 
by a breakup into three separate entities. And if 
normal manufacturing profits are to be achieved— 
after independent operation—one might ask whether 
telephone equipment might not cost more rather 
than less. 

It is not the intent of this article to pass on the 
merits of the case to be submitted to the courts. 
Rather, this appraisal seeks to find a basis for 
estimating market worth of Western Electric shares 
that might be distributed to holders of American 
Telephone. 

First, on basis of earnings, let us undertake a 
survey. It is estimated Western Electric may have 
earned something more than $4 a share in 1948, 
compared with about $3.50 in 1947. Results may 
have closely approximated net results of General 
Electric. Under today’s conditions, then, on an earn- 
ings basis the stock may be said to warrant an 
evaluation of about $40 a share, or the equivalent 
of about $16 for each share of American Telephone. 

Dividend distributions last year came to $4 a 
share, however, and on this basis 
the stock conceivably should F-—— F 
warrant a more {- 
praisal, since G.E. disbursed only 
$1.70 a share to its stockholders 
in 1948 and currently is on a $2 
annual basis. Taking into consid- 
eration this generous rate, one 
might go so far as to evaluate 
the stock as high as $55 or $65 a 
share—perhaps the equivalent of 
$25 to $30 a share of American 
Telephone. The latter owns 
8,981,591 shares of the 9 million 
Issued, or slightly less than a 
third of a share for each of the 
23 million shares of Telephone 
outstanding. 

_ From these rough approxima- 
tions the investor may judge that 
the segregation of Western Elec- 
tric would remove from his in- 
vestment in American Telephone 
substantial intrinsic worth as 
well as an important source of 
dividends. Undoubtedly, the ad- 
jJustment would necessitate modi- 
fication of dividend polices (un- 
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less telephone rates were raised to enlarge the 
parent’s revenues) and might result in smaller total 
distributions to stockholders. It is too early to make 
worthwhile estimates on such an eventuality. 

That disposal of its holdings in Western Electric 
would remove an important source of American 
Telephone’s income is made abundantly clear by 
reference to last year’s experience, when dividends 
from this investment came to almost $36 million, or 
about $1.59 a share on Telephone stock. Had it not 
been for this income, the parent company’s earnings 
would have fallen short of dividend requirements. 
On a consolidated basis earnings apparently ex- 
ceeded $10 a share of Telephone. 


Would Impose New Financial Burdens 


Removal of the manufacturing subsidiary from 
the Telephone family apparently would impose an 
additional financial burden on the parent or its 
affiliated operating units by reason of the fact that 
Western Electric has helped carry the load. At the 
end of 1947, the balance sheet showed receivables 
owed by Bell system companies approximating $162 
million, while Western Electric was borrowing from 
the banks at the time $180 million. 

On basis of current (Please turn to page 540) 


‘i al Price Range — 
+ 1929 - 1935 

y y | High — 3103 — 
$1,033 ,000,000 ] Pr 2 — 
$1,726,100, 300 i ; 
$17,904,300 
$99,624,797 
22,704,464 - $100 par 


Parent: 
Stocks: 


——— {Hf 


aT 
Ae 


} } } 
THOUSANDS OF SHARES 


1941 1942 1945 
18.51 
| 9.00 


5 


1946 
[9.42 | 
9.00 | | 





523 











February 


Thumbing through the charts 
for 29 years back to and includ- 
ing 1920, we note that in the 
month of February nothing excit- 
ing ever happened in the stock 
market except in 1933, when 
stock prices slid on down into the 
closing of the Exchanges by the 
Banking Holiday in the climax of 
the vast. financial deflation begun 
in the autumn of 1929. Otherwise, 
February has been a pretty tame 
month, even in such spectacular 
upside years as 1928 and the first 
three-quarters or so of 1929; and 
such raging bear-market years as 
1930, 1931 and 1932. Looking at 
the charts more closely, we note 
an appreciable net rise for the 
Dow industrial average in Febru- 
ary in 10 of the 29 years, an ap- 
preciable net decline in 9 years, 
insignificant change in 10 years. 
The month has no seasonal tend- 
ency. If anything is suggested by 
the record, it is that neither bulls 
nor bears are likely to have very 
much to cheer about this month. 


Big Steel 


This column is unable to get 
excited by the three-for-one split 
of U. S. Steel. It may broaden the 
list of stockholders some, but per- 
haps not a great deal. Because of 
the sharp ups and downs in earn- 
ings and dividends over a long- 
term period, the stock does not 
appeal to conservative investors. 
On the other hand, the speculator 
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who is interested in a low price 
per share will find a great many 
volatile stocks priced far under 
the new shares of Big Steel which, 
on the basis of the present market 
for the old stock, would be around 
25. The scope of percentage 
swings in the new shares will not 
differ materially from that in the 
old. Splits usually have their 
greatest influence on the price of 
a stock right around the time they 
are announced. In this case the 
news pushed U. S. Steel to an 
intra-day high of 7814, well short 
of the 1948 recovery high of 
8734, but the special dividend un- 
doubtedly helped too. If the stock 
betters 781% significantly over the 
medium term, it would probably 
take a strong general rise to 
bring that about; for the an- 
nounced split has already had the 
greater part of its effect, if not all 
of it. One needs a better reason 
for buying any stock than news 
of a split. 


Dividends 


Among the more important 
companies which have taken fa- 
vorable action on dividends, in 
one form or another, so far in 
1949 are Chrysler, U. S. Steel, 
American Tobacco, General Foods, 
Humble Oil, Armco Steel, U. S. 
Pipe & Foundry, McGraw Electric 
and Burroughs Adding Machine. 
There is a chance that General 
Motors will have joined the list 
before you read this item. In- 
creased dividends are partly a 
vote of confidence in the future 
but the element of prophecy in- 
volved should be taken with a 
grain of salt, for uptrends in divi- 
dends have always continued for 
a time after peaks in business ac- 
tivity have been passed. At pres- 
ent corporate earnings in most 
cases are still high, while on the 
other hand the completion of ex- 
pansion programs and the cessa- 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 





tion of inflationary pressures 

1948 1947 
Year Dec. 31 $12.68 $5.32 
Year Dec. 31 9.36 4.98 
Year Oct. 31 4.19 3.44 
Year Oct. 31 12.53 5.50 
6 mos. Nov. 30 2.62 1.79 
Year Dec. 31 7.88 6.10 
Year Oct. 31 3.92 3.36 
Year Dec. 31 8.03 6.68 
6 mos. Dec. 31 4.03 3.15 
Year Dec. 31 8.14 . 6.02 
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have eased working capital needs, 
facilitating larger dividends in 
many instances. Earnings will be 
generally lower in 1949 than for 
1948, but a larger percentage of 
them will be distributed on an 
average. Dividends last year 
totalled $7.6 billion, by Govern- 
ment estimate, a new all-time 
peak. This column’s tentative 
thinking is based on a 1949 total 
in the general vicinity of $7.3 bil- 
bilion. On minimum probable 
dividends, many stocks appear 
reasonably priced. 
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are doing—and they have not 
done much so far this year. 
Among the fairly large number 
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1948-1949 highs in January have 





‘ been First National Stores, South- 
~ ern California Edison, Interna- 





tional Business Machines, Lehigh 
Portland Cement, National Bis- 
Philip Morris, General 
Foods, Barnsdall Oil and Amer- 
ican Snuff. Some of the more im- 
portant stocks making new 1948- 


1949 lows in January include 
Texas Company, Standard 


Brands, Hudson Motor, Flintkote, 
American Telephone, Gimbel, In- 
ternational Harvester, National 
Gypsum, Air Reduction, Timken 
Roller Bearing, American Brake 


_ Shoe, Coca Cola, Pullman, Loew’s, 
_ New York Central and American 


Locomotive. The new lows are 
more numerous than the new 


+ highs. There are plenty of “good 


names” in both lists. 


Record 
Wrigley (the chewing gum 
maker) performed a_ notable 


market feat in recent weeks. It 
made both a new 1948-1949 high 
and a new 1948-1949 low in the 
space of less than a month. Of 


_ course, what this emphasizes is 
_ simply that the stock had pre- 
_ Viously been in an extremely nar- 
* row range of fluctuation for a 
_ long time. There is a thought here 
_ that may be applied to the general 
©» market. The Dow industrial aver- 
© age has been in about a 30-point 
' tange for nearly two and a half 
» years, and is now around the me- 
_ dian point in that range. Let it 
_ decline 10 points, and a lot of 
_ people will be scared that it is go- 
| ing to fall out of bed. Let it rise 
10 points, and a lot of people will 
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say it is on its way through the 
roof. We don’t think it is going 
to do either any time soon. And 
we will add for the record that 
good stocks, like everything else, 
are better buys when the price is 
marked down than when you have 
to reach for them in a temporar- 
ily optimistic market. 


Drugs 


The drug industry has already 
gone through its postwar adjust- 
ment. In 1946 earnings were ab- 
normally high, for in addition to 
serving a high ‘and steady con- 
suming demand there was consid- 
erable production to fill up whole- 
sale and retail inventories after 
wartime shortages in many items. 
Under inventory adjustments and 
rising costs, earnings fell consid- 
erably in 1947. Last year the in- 
dustry moved nearly all the way 
back to its normally stable basis, 
with earnings materially higher 
than in 1947 but under 1946. 
Sharpe & Dohme earned $4.16 a 
share against $3.14 in 1947. Lehn 
& Fink netted 94 cents a share 
in the second half of 1948, against 
25 cents in the like period of 
1947. Other forthcoming reports 
will reveal similar gains. It will 
take more general business reces- 
sion than this column expects to 
reduce earnings significantly un- 
der 1948 levels. Most dividends 
are well covered and would not 
be endangered by a moderate in- 
crease in corporate taxes. We 
have previously recommended 
Sterling Drug here. Since then 
this stock, and the whole drug 
group, has moved up consider- 
ably. It is still reasonable on a 
yield basis, but not nearly as at- 
tractive otherwise as it was 
around the lows of the late weeks 
of last year. The same is so of the 
others. Leading issues are good 
investment buys on price reces- 
sions. 





Oils 


Oil stocks as a whole have been 
performing worse than the mark- 
et for some weeks. Crude oil 
prices evidently have passed their 
peak, and earnings this year may 
be materially under the very high 
1948 figures. The change in the 
oil supply situation, when trans- 
lated into stock market terms, is 
magnified because oils were over- 
bulled previously. The group’s 
high last year was an all-time 
high. It stands now roughly 60% 
over the 1935-1939 average, 
against over 100% above it at the 
1948 high. The market as a whole 
is now roughly 20° over the 
average prewar (1935-939) level. 
On the basis of probable long- 
term earnings and dividends, as 
well as assets, oils have gained 
much more in real value since 
prewar than has the average com- 
mon stock. We conclude that a 
good buying opportunity in se- 
lected oils is shaping up. How- 
ever, a renewed rise in them is 
likely to be preceded by a fairly 
extended period of market stabil- 
iation which is yet to be achieved. 


Selectivity 


The inflationary boom eased 
down first in a number of soft- 
goods industries. Activity in dur- 
able goods is still high, but get- 
ting “‘toppy.” Broadly speaking, 
durable-goods stocks have been 
more popular over the last couple 
of years than consumer goods 
stocks. This column would not be 
surprised if such groups as steels, 
coppers, autos, building and ma- 
chinery prove somewhat more 
vulnerable in periods of 1949 
market reaction than they have 
been heretofore. The soft-goods 
lines are further along in post- 
war adjustment, and they always 
embrace the greater number of 

(Please turn to page 584) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
American Hide & Leather.......................... 6 mos. Dec. 31 $ .59 $ .78 
a rt INN ooo coos ce se ae cena ade seetetccnenes Year Sept. 30 5.33 7.58 
Berkshire Fine Spinning.............................. Dec. 31 quar. 32 2.95 
Cornel-Dubilier Electric ....................0....... Year Sept. 30 .84 1.87 
Detncien CHa NG asain 5s. 5 obo nsccccscecctinscesss 6 mos. Dec. 26 1.20 2.15 
ROB Na ois gc cca sco eee teseccSccenudecscnssecenss Year Dec. 31 -84 1.09 
RUC OR ious desccen cas casein sekaveseeniecesss Year Dec. 31 3.97 4.75 
Keystone Steel & Wire.............................. 6 mos. Dec. 31 1.34 1.48 
RC CRN ooo ocec sca cataces cccsncasccacedcecnccestes 6 mos. Dec. 31 2.26 4.33 
United Merchants & Mffrs.......................... 6 mos. Dec. 31 2.01 2.94 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 

3. No inquiry will be answered which does not enclose stamped, self-addressed 
4 


envelope. 


- No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Loew’s Incorporated 

“Please report on recent net income 
and outlook for Loew’s Incorporated.” 

O.C., Lynn, Mass. 

Loew’s Incorporated showed 
net income for fiscal year ended 
August 31, 1948, after provision 
for depreciation, taxes and all 
other deductions, of $5,309,659, 
including $1,097,267 which is 
Loew’s portion of the net undis- 
tributed income of partly owned 
corporations. The earnings are 
equivalent to $1.03 per share on 
5,142,615 shares outstanding. Cor- 
responding net income for the 
previous fiscal year was $11,626,- 
427 including $1,093,736, Loew’s 
portion of the net undistributed 
income of partly owned corpora- 
tions. This was equivalent to $2.26 
per share on the same number of 
shares outstanding. 

Total current and working as- 
sets on August 31, 1948, aggre- 
gated $120,212,010 against $132,- 
171,887 a year earlier, while total 
current liabilities were $23,039,- 
397 compared with $26,941,991 
for the previous year. 

Net income for the twelve 
weeks ended November 26, 1948, 
showed net income after depreci- 
ation, taxes and other deductions, 
subject to year-end audit, of 
$1,021,156, equivalent to 20 cents 
per share compared with $1,354,- 
761, equivalent to 26 cents per 
share in the corresponding period 
of the previous year. Gross sales 
and operating revenues for the 
twelve weeks were estimated at 
$38,660,000 compared with $38,- 
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960,000 in the same period of 
1947. The company expects that 
the effect of lower cost pictures 
will be reflected in the current 
fiscal year. Dividends last year 
totalled $1.60 per share. Latest 
quarterly dividend of 3714¢ is pay- 
able March 31 to holders of record 
March 10. 


American Cyanamid Company 

“Please furnish information as to 
earnings, dividends and prospects of 
American Cyanamid Co.” 

J.R., Westfield, N. J. 

American Cyanamid Company 
is an important general line 
chemical company and seems to 
be in an excellent position to par- 
ticipate in the longer-term ex- 
pansion of the industry. Profit 
margins can reasonbly improve 
over the near-term period due to 
the elimination of the high initial 
cost of operating the new plants 
and postwar sales training pro- 
grams, as well as the manage- 
ment’s efforts to reduce manufac- 
turing and overhead expendi- 
tures. Moreover, a gradual lessen- 
ing of the relative importance of 
resale chemicals, together with 
continued efforts to develop high- 
profit products, particularly in 
the pharmaceutical division, sug- 
gests that the company could ex- 
perience a_better-than-average 
earnings trend over the near-term 
period. 

Earnings for the first nine 
months of 1948 amounted to $2.73 
per share and full year net profit 
is estimated at $4.00 per share, 
compared with $2.96 in 1947. The 
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common stock at current market 
is selling slightly less than ten 
times estimated profit for 1948 
and less than eight times esti. | 
mated results including the con- 
cern’s equity in profits of affili- 
ated companies. While the near- 
term profit picture is not one of 
dynamic growth, this capitaliza- 
tion of earning power seems low 
compared with the record. Despite 
the prospects of possible dilution — 
due to the conversion of the cur- © 
rently outstanding preferred 
stock, this price-earnings ratio, 
coupled with the longer-term 
profit potentials lends attraction 
to the stock and therefore, we 
recommend retention. Dividends 
in 1948 totalled $1.50 per share 
against $1.00 paid in 1947. i 


Bendix Aviation Corporation 

“Please furnish report on Bendix 
Aviation Corporation.” 

J.R., Butte, Montana 

With sales gains reported in | 
almost all product classifications, 
the Bendix Aviation Corporation — 
reported a consolidated net in- 
come for the fiscal year ended ~ 
September 30, 1948, of $11,280, © 
742, equivalent to a return of 
6.9% on sales of $162,495,665. — « 
These earnings, equal to $5.33 a | 
share on the corporation’s out- 
standing common shares, com- 
pared with net income of $5,248,- 
999, or $2.48 a share earned in 
1947 on sales of $141,625,820. | 
Operating earnings in 1947 were 
supplemented by the sum of $10.,- 
811,605 representing reductions 
in the company’s reserve estab- 
lished in prior years, so that | 
stated earnings for that vear | 
were increased to $16,060,604, or 7 
$7.58 per share. In reporting a 
sales gain of 14.7% over fiscal 
1947, the company made good 
progress in broadening its pred- 
ucts lines and markets. 

Sales to the automotive indrs- 
try — one of the company’s prin- 
cipal customers reflected not only 
the increased production of motor 
vehicles but also Rendix develop- 
ment of new and improved vrod- | 
ucts. New braking units, carbure- 7 
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tors and fuel systems, vacuum 
gear-shifting mechanisms and a 
new hydraulic system for tractors 
and implements were among the 
items accounting for automotive 
products sales of about $60 mil- 
lion for the year. The company’s 
export business showed a 31% in- 
crease over the previous year, 
reaching a total volume of almost 
$7 million. 

Bendix organization is engaged 
in a wide variety of engineering 
projects, particularly in the air- 
craft field, involving propulsion, 
fuel systems and guidance by 
radio. Other areas being devel- 
oped include sonar, meteorological 
instrumentation and radar of all 
kinds. 

During the year, the company 
spent approximately $4,100,000 
for additions to manufacturing 
facilities. This brought to about 
$19,000,000 the amount expended 
for this purpose in the three year 
period since the end of the war. 

The company made its entrance 
into the field of television last 
year, producing table models and 
radio-phonograph-television con- 
sole combinations. 

Bendix net working capital on 
September 30, 1948 was $69,917,- 
091, compared with $63,100,002 
a year earlier. On September 30, 
1948 the Bendix backlog of un- 
filled orders including engineer- 
ing projects was $162,000,000 
compared with $101,000,000 a 
year earlier. Dividends in 1948 
totalled $3.00 per share, against 
$2.00 paid in 1947. 


Dresser Industries 

“Please advise on recent earnings and 

outlook for Dresser Industries.” 
A.H., Ft. Lauderdale, Fla. 
Net earnings of Dresser Indus- 
tries, Inc., for the fiscal year 
ended October 31, 1948, reached 
$8,038,422 on net sales of $108,- 
636,897. This compared with net 
earnings of $4,439,189 on net sales 


twelve months. 

This was equivalent to $7.14 
per share earned on the 1,095,137 
shares of common stock outstand- 
Ing and compared with $3.85 per 
share earned in the previous fiscal 
year. During the year, net worth 


772 and earned surplus from $11,- 


The 15-year $12,500,000 term 
loan, approved last March, to- 
gether with the past year’s in- 


Dresser, to meet added working 
capital requirements in spite of 
substantial investments made in 
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modernizing plants and equip- 
ment since the war’s end. 

Ten Dresser companies which 
are builders and distributors of 
equipment used chiefly in the pro- 
duction, transportation, refining 
and supply of petroleum and nat- 
ural gas accounted for $79,465,- 
637 of the total net sales and $5,- 
792,108 of the company’s net 
earnings. Of the three other Dres- 
ser subsidiary companies, Bryant 
Heater Company, Day & Night 
Manufacturing Company and 
Payne Furnace Company, which 
were acquired as of January 12, 
1949, by Affiliate Gas Equipment, 
Inc. for $10,870,000 cash, these 
companies sell household gas ap- 
pliances. 

Both divisions have grown to 
such an extent that each is suffi- 
ciently large to require the energy 
and resources of a special man- 
agement to be concentrated on it. 
Since the experience of Dresser 
is judged to lie more along the 
line of capital goods business in 
the oil and gas industry, the com- 
pany plans to sell the Appliance 
Division when the opportunity 
for a favorable sale occurs. 

Dresser plans to expand its vol- 
ume in the oil industry to an ex- 
tent sufficient to offset in sales 
and earnings the divestment of 
its Gas Appliance Division. How- 
ever, the company’s improved 
working capital position with re- 
spect to presentable foreseeable 
requirements should permit it to 
consider the payment of some- 
what larger percentages of cur- 
rent earnings of the company as 
dividends than heretofore. Divi- 
dends in 1948 totalled $1.50 per 
share. Outlook for the current 
year is favorable. 


John Morrell & Company 
“Please furnish information as to 
operating revenues and net income of 
John Morrell & Company.” 
I.J., Kingston, N.Y. 
Total sales and operating reve- 
nues of John Morrell & Company 
for fiscal year ended October 30, 
1948 rose to an all-time high of 
$296,122,859 in spite of a reduc- 
tion of 1% in the tonnage 
shipped. This compares. with 
$286,072,041 for 1947. Net income 
for the year was $2,587,741 as 
compared with $2,889,017 for the 
previous year. This is equal to 
$3.23 per share on the 800,000 
shares of capital stock outstand- 
ing at the end of the year. The 
figure for the previous year was 
$3.61 per share. The net income 
includes a dividend of $88,350 
from the English subsidiary, rep- 


resenting their undistributed 
earnings carried forward from 
last year. Exclusive of the divi- 
dend received from England, net 
profits for the year amounted to 
eight-tenths of a cent per dollar 
of sales. 

Dividends paid during the past 
fiscal year aggregated $1,500,000, 
amounting to $1.8714 per share, 
as compared with $1.4334 paid 
in the previous year. 

The year’s volume and results 
were adversely affected by a 
strike lasting ten and one half 
weeks during March, April and 
May. This was an industry-wide 
strike called by the CIO to en- 
force their demand for a larger 
wage increase than the 9 cents 
per hour that was acceptable to 
the A.F. of L. and the Indepen- 
dent Brotherhood. Most of the 
major units in the industry were 
closed, including company’s plants 
at Ottumwa, Iowa and Topeka, 
Kansas. 

The net worth of the company 
increased from $28,381,755 to a 
new high of $29,469,495. Net cur- 
rent assets were $18,113,909. Ow- 
ing to the expenditure of approxi- 
mately $3,000,000 for additions 
and betterment, this is $1,328,775 
less than at the beginning of the 
year. These additions include a 
modern branch house in Oakland, 
California which was officially 
opened during the month of 
August. Company also has con- 
struction work of considerable 
magnitude underway at plant in 
Sioux Falls. All plants are 
equipped to operate efficiently, 
and have been maintained in ex- 
cellent condition, and therefore, 
are ready to meet the increased 
competition in the meat packing 
industry. 


Blaw Knox Company 

“Please furnish information as to re- 
cent earnings, dividends and prospects 
of Blaw Knox Company.” 

S.H., Minneapolis, Minn. 

Blaw Knox Company on sales 
volume of $46,193,330 for the first 
nine months of 1948 to September 
30th, reported a profit of $2,646,- 
675, equal to $1.88 per share com- 
pared with corresponding period 
of 1947 sales volume of $39,303,- 
760 and net profit of $2,224,521, 
equal to $1.65 per share. 

Sales are estimated for the full 
year of 1948 at $58,000,000 and 
this would compare with $55,626,- 
000 in 1947. On basis of increased 
sales it is probable that net profits 
in 1948 were around $3,800,000, 
equal to about $2.70 a share, 

(Please turn to page 534) 
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Release by the Federal Reserve Board of its Industrial Pro- 
duction Index for December reveals a moderate downdrift in 
activity from the November postwar peak of 195%, of the 
1935-39 average to 192%, 
the latter equalling the fig- 
ure for December 1948. It 
shows that up to December 
at least, the letdown in busi- 
ness has hardly reached 
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CON a serious proportions; in the 

Board's opinion, it reflected 

‘ purely seasonal forces. 

190 Hence its belief that January 
and 


figures will stay at least at 
a the high December rate, and 
possibly a trifle higher. 








160 — As to the December down- 
turn, it was chiefly attributed 
4 YEAR 
aco to declining production of 
170 a 


coal and soft goods, notabl 
textiles and paperboard, 
and the downtrend in most 
of these lines is thought to 
have continued in January. 
In spite of it, the FRB feels 
that these conditions do not 
mark the beginning of a gen- 
eral slide-off. It is pointed 
out that the seasonal trend 
corrections exaggerated the 
downturn of the Index fig- 
ures in December, just as 
they exaggerated the extent 
of the increase in October 
and November. 

This view is of some sig- 
nificance, considering the 
widespread concern of busi- 
ness about the extent to 
which disappointing autumn 
sales would show up in 
December production re- 
ports. Interestingly, the soft 
goods index fell four points 
to 174°, while the durable 
goods index eased off only 
one point to 228%, com- 
pared with 230%, a year be- 
fore. On the other hand, the 
index for minerals production 
was off five points to 156%, 
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principally reflecting the drop in coal production. 

What interests this column particularly is the relative steadi- 
ness of the durable goods index, coming as it does against a 
backdrop of reports of spreading unemployment i in the closing 
months of last year. The drop in employment in these indus- 
tries, according to the BLS, on. balance amounted to only 
about 80,000 in the last four months of 1948 but contrasts with 
an increase of 200,000 in employment during the correspond. 
ing period in 1947. On the other hand, employment i in non- 
durable industries during December alone is reported to have 
dropped by 129,000, while the durable goods drop for 
December amounted to 87,000. 

All of which forms no convincing basis for the present busi- 
ness gloom, but these of course are December figures and it 
remains to be seen what January will tell. Or February, for 
that matter. It is worth noting, however, that available data 
so far point to little more than a seasonal let-up, with little 
evidence of genuine recessive tendencies. At this stage of the 
boom, a return to seasonal patterns is inevitable without por- 
tending a serious basic downturn. The latter, if it is occurring, 
still has to prove itself in more concrete fashion than merely 
via psychological gloom. 


Emphasis Remains on Readjustment 


Actually trade reports point to somewhat better business 
sentiment than prevailed in November or December, the result 
no doubt of favorable public response to post-holiday mark- 
down sales. There is also the hope that declining living costs 
will work in favor of merchandise retailers, but this is a longer 
range expectation. The drop so far has been relatively small. 
Still January retail trade taught one obvious lesson: Consumer 
resistance is not insuperable if prices are reduced promptly. 
Doubtless this lesson will accentuate the tug- -of-war between 
merchandisers and manufacturers for lower prices (without tak- 
ing anything away from quality), and this friendly warfare _ 
get an important assist from the diminishing vigor of fourt 
round wage demands in many lines. 

In other words, the emphasis continues on readjustment and 
it has quite a way to go yet. But this need not spell depression, | 
despite the prospect of somewhat lower employment levels. 
While it goes on, business sentiment is likely to see-saw, par- 
ticularly until it gets once more used to normal seasonal fluctu- 
ations. Until then it is well to remember that fundamentally | 
the economy can be sound without continually setting new 
records or holding at the very postwar boom peaks. 

No little uncertainty, though, is injected by Washington 
imponderables and the seeming lack of unanimity among the 
economic planners is no particular help. Rather it tends to 
obscure the outlook and makes for hesitancy in business plan- 
ning. Confusion in high places isn't new but it can be harmful 
at a time when early clarification of intent is badly needed. 
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The Business Analyst 





MONEY AND CREDIT — Securities markets in the fortnight 
ended Jan. 29 were characterized by expanding interest in 
issues of investment grade and declining demand for the more 
speculative equities. Long term Government bonds, along with 
high grade corporate bonds and preferred stocks continued to 
advance slowly. Foreign government dollar bonds showed 

uiet, but persistent, strength throughout the month of January, 
pe minor ups and downs in the stock market. The former 
issues were bolstered by slowly improving economic conditions 
abroad and hopes that Russia might be sincere for once in 
holding out an olive branch to the West. Her past record, 
however, brings to mind an admonition by ancient Troy: ‘‘Be- 
ware the Greeks, bringing gifts."’ Russia could re-arm quicker 
by draining our resources through the Marshall plan than by 
w Harte her satellite slaves under the Stalin plan. Common 
stocks lost more during the second half of the fortnight than was 
gained in the first half, closing with an average net gain of only 
1.1°% on the year. Bank stocks held stronger than the market, 
despite further shrinkage in earnings assets. Governments are 
being added again to banking portfolios to help offset last 
month's decline in loans. In offering to exchange new one-year 
certificates at the same rate carried by an earlier issue which 
matured Feb. 1, the Treasury has indicated that the 1!/,°%/, rate 
which became effective on Aug. 1, 1948, will be maintained for 
at least another month. 


TRADE—Department store sales again turn downward after a 
gratifying post-holiday spurt. 


INDUSTRY—Unfavorable weather conditions and scattered 
lay-offs by oe cause minor contraction in over- 
all business activity during week ended Jan. 22. 


COMMODITIES—Grain se ease as mounting surpluses 
compete for inadequate shipping accommodations. 


oO 
O 


While steel and automobile production continue to make 
new highs, with manufacturers’ prices for the latter still rising, 
it might be that the decline in our index of Business Activity 
during the week ended Jan. 22, to a level only 0.8°/, above 
last year, marks the beginning of a rather generally expected 
minor recession in the nation’s physical volume of production 
and trade. 





* * * 

Considerable support for expectations that a recession will 
set in before long, i it has not already started, may be found 
in the accelerated rate of decline in New Orders booked by 
manufacturers of durable goods. A contraction of 4%, below 
the previous year for ph widened to 10% in November. 
In recent weeks have come reports of sizeable cancellations 
of duplicate and precautionary orders, with consequent shrink- 


ing backlogs. 
*  *  * 


lt may come as a surprise to some of our readers that the 
M. W. S. index of Business Activity continued to rise in Decem- 
ber, and actually reached a new all-time high this year, during 
the week ended Jan. 15, while the Federal Reserve Board's 
index of Industrial Production has turned downward. 
* * * 


There are several factual reasons for this discrepancy without 
questioning the reliability of either index. Unlike our own index 
and the Commerce Department's dollar valuation of the Gross 
National Product, the F. R. B. index makes no claim to cover 
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5 
the entire business field. It included mining and manufacturing 
only, while taking no cognizance of service industries trade, 
transportation, finance, construction, and electric power gener- 
ation. While our own index of Business Activity has almost uni- 
formly agreed with the Commerce Department's estimates of 
the Gross National Product in making new all-time highs since 
V-J day, the post-war high registered by the F. R. B. index of 
Industrial Production, reached last November, fell short of the 
war-time high touched just five years earlier by 20%. These 
details are noted here merely to point out that there is no logi- 
cal reason for expecting conformity of movement in the two 
distinct types of indicators, either in magnitude or direction. 

* * * 

But there are more fundamental reasons why overall business 
activity should show a Delayed Response to preliminary 
indications of deterioration in the demand-supply situation. 
The logic here is well supported by factual records of past de- 
pressions. Most business concerns will slow down their activities 
only as a last resort, after unsuccessful trials of other expedients 
to maintain operations at capacity. 

a - »¥ 

As new orders decline, delivery times are shortened, sales 
efforts are stepped up, surplus inventories are offered at bar- 
gain prices, measures are taken to reduce costs, including 
elimination of overtime hours. Meanwhile management con- 
(Please turn to the following page) 
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Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago arbor . 
MILITARY EXPENDITURES—$b (e) | Dec. 1.20 1.15 1.20 1.55 (Continued from page 529) 
Cumulative from mid-1940. __. | Dee. 376.0 374.8 362.8 13.8 rene hope, with —_ still: dine dea 
FEDERAL GROSS DEBT—$b Jan. 26 252.3 252.3 256.4 55.2 | lull will prove to be only temporary. They 
have seen it work out that way several 
MONEY SUPPLY—$b times in the past decade in the case of 
Demand Deposits—94 Centers... | Jan. 19 47.7 47.5 49.0 26.1 | Non-Durables, which are soon used up 
Currency in Circulation. os. | deanetb 27.6 27.8 28.1 10.7 and have to be replaced. 
BANK DEBITS—13-Week Avge. s * * 
New York City—$b..__S Jan. 19 8.98 9.06 8.70 4.26 £ q 
93 Other “co SED Jan. 19 1336 1350 12.72 7.60 |, Buta decline in demand for Durables 
is usually a more serious matter for the busi- 
PERSONAL INCOMES—$b (cd3) Nov. 219.0 217.9 203.2 102 ness world, including employers, employees 
Salaries and Wages... | Nov. 139.6 139.4 129.2 66 and investors. Durables can be used for a 
Proprietors’ Incomes —............. | Nov. 51.1 50.5 47.1 23 comparatively long time before necessity 
Interest and Dividends | Nov. 18.0 17.7 16.1 10 compels replacement. The most distressing 
Transfer Payments ____________ | Nov. 10.3 10.3 10.8 3 aspect of a decline in demand for durables 
(INCOME FROM AGRICULTURE) Nov. 25.9 25.3 21.8 10 is the resulting chain reaction. Manage- 
ment and lending agencies become wary 
CIVILIAN EMPLOYMENT—m (cb) Dec. 62.8 63.1 60.9 51.8 of continuing to promote further expansion 
Agricultural Employment (cb). |_ Dec. 7.4 8.0 7.0 8.8 | of capacity in face of declining demand for 
Employees, Manufacturing (Ib)__ | Nov. 16.4 16.6 16.3 13.8 finished products. Consequently, new orders 
Employees, Government (Ib). Nov. 5.7 5.8 5.4 4.6 for capital goods also begin to decline. 
UNEMPLOYMENT—m (cb) Dec. 1.9 1.8 1.6 3.8 ” m ‘ 
FACTORY EMPLOYMENT (1b4) Nov. 161 163 161 147 ‘ 
Durable Goods Nov. 189 189 187 175 It sometimes happens, as now, that over- 
Non-Durable Goods on Nov 140 143 140 123 all business activity will establish a new high 
FACTORY PAYROLLS (1b4) Nov. 378 382 353 198 shortly before a general recession sets in. A 
conspicuous example of this Paradox oc- 
FACTORY HOURS & WAGES (1b) curred in 1929 when business and the stock 
Weekly Hours Noy. 39.8 39.9 40.4 40.3 | market reached their peaks a month or two 
Hourly Wage (cents). Nov. 137.0 136.6 1268 78.1 | after astute economists had predicted the 
Weekly Wage ($)...._._-_ | Nov. 54.49 5450 51.29 32.79 | approaching debacle. This is because, to- 
ward the end of a period of expansion, 
PRICES—Wholesale (1b2) Jan. 25 158.8 = 159.3 164.5 = 92.5 | activity added by newly completed facili- 
Retail (cdlb) Nov. 193.4 195.0 185.9 116.2 agent 7 than compensate for a 
while for declining activities of marginal 
veaea oe ee i ae mes ne si producers who are the first to be hit by 
Clothi j ‘ ; j : returning competition. 
othing Nov. 201.4 201.6 190.2 113.8 
Rent . Nov. 118.8 118.7 114.9 107.8 * * * 
RETAIL TRADE—$b Among Scarce Commodities, the first 
Retail Store Sales (cd). _ | Dec 13.02 11.01 12.64 4.72 | tangible evidence of easing in the supply- 
Durable Goods Dec 323 ° 305 3.09 1.14 | demand situation is a decline in gray mar- 
Non-Durable Goods s*dts«édDee 9.79 7.96 9.55 3.58 | ket prices. For several years, gray markets 
Dep't Store Sales (mrb)i___.____ iw 1.40 0.97 1.35 0.49 | have been doing a thriving business in steel 
Retail Sales Credit, End Mo. (rb2). lia 7.98 7.54 6.45 5.46 | and non-ferrous metal products. But of re- 
cent weeks, premiums have virtually disap- 
MANUFACTURERS’ eared and order cancellations are now 
New Orders (cd2)—Total......_. || Nov. 250 249 268 181 eing reported. It is generally conceded in 
Durable Goods -.._....... | Nov. 277 278 307 221 the trade that, in this field at least, the 
Non-Durable Goods ~ | Nov. 234 231 244 157 bloom is off the boom; yet production con- 
Shipments (cd2)—Total _....... | Nov. 353 354 337 187 tinues to chalk up new highs. The industry's 
Durable Goods | Nov. 400 398 353 227 publicized concern over the outlook is 
Non-Durable Goods Nov 322 328 328 158 founded upon observed facts and not pri- 
BUSINESS INVENTORIES, End. Mo. ni a ae le 
Total—$b (cd) _- __ | Nov. 653 545 48.6 028.9 | arc ne tad 4 
Manufacturers’ = |New. oe! nent Yh Eee 
Wholesalers’ Nov. 8.5 8.4 7.5 4.1 * * * 
Retailers’ Nov. 15.6 15.3 13.5 8.1 J : 
Dept. Store Stocks (mrb)- | Nov. 2.6 2.5 2.3 1.4 Recent developments in the Oil industry 
also exemplify the potentially useful time 
BUSINESS ACTIVITY —1—pc Jan. 22 168.0 1684 169.7 141.8 | lag between initial storm warnings and the 
(M. W. S.)—I—np Jan. 22 192.0 192.3 190.6 146.5 downpour. The first precautionary signal 
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—— Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
K S Date Month Month Ago _— Harbor 
— | | | inoustrIAL PROD.—1—np (rb) Dec. 192 195 192 174 was hoisted several months ago when most 
> | Mining Dec. 156 161 156 133 refiners refused to follow Barnsdall in post- 
h | | Durable Goods Mfr.—________. | Dec. 8 229 229 220 ing higher prices for crude. Scattered price 
AN e i Non-Durable Goods Mfr... | Dec. 174 177 173 151 reductions in refined products came a 
| < | CARLOADINGS—t—Total Jan. 22 710 733 77\ 833 month or more afterward. Several weeks 
op : Manufactures & Miscellaneous. | Jan. 22 341 343 363 379 later, Barnsdall rescinded its premium pay- 
| be | | Mdse. LC. L Jan, 22 90 90 103 156 ments, Then followed orders to curtail pro- 
= Grain — Jan. 22 44 48 45 43 duction from Texas wells. Now crude runs 
ELEC. POWER Output (Kw.H.)m Jan. 22 5,769 5,727 5,436 3,267 to stills, a component of our business index, 
are being reduced as an inevitable conse- 
sles Cumulative from Jan. |__.___.... = | JON. ee 34.8 33.4 43.6 446 supply from both domestic and foreign 
USi- Stocks, End. Mo. Nov. 69.6 68.7 50.5 61.8 sources. 
yoes PETROLEUM—(bbls.) m * . * 
he sae _— Dery ye 5.4 5.4 : - The present unstable situation in Coal, 
— es wr an. 22 nt 09 0 both hard and soft, stems from shrinking 
sing Fuel Oil Stocks Jan. 22 86 86 5| 94 d d votes th di ly. U 
bles Heating Oil Stocks Jan. 22 68 70 4255 SMANG [GMNSr MAN EXPGNGING SUppry. Vi 
—__— | seasonably warm weather, a falling off in 
age LUMBER, Prod. (bd. ft.) m Jan. 22 404 354 514632 export sales due to expanding output 
Ri Stocks, End Mo. (bd. ft.) b—. Nov. 74 72 58 126 | abroad, combined with growing competi- 
ies STEEL INGOT PROD. (st.) m Dec. 756 7.79 7.38 6.96 | tion from more economically priced and 
eas Cumulative from Jan, |__.__._. — | Dec. 88.5 80.9 84.9 74.7 | more dependable oil products, have cut 
| production more promptly than in the case 
>. ENGINEERING CONSTRUCTION of oil 
AWARDS—$m (en) Jan. 27 212 97 100 94 ‘ gini= eae) e 
Cumulative from Jan. |__| Jan. 27 566 354 354 5,692 4 . 
iain Serta It may be surmised that John L. Lewis 
re i fast mounting inventories, th 
high Paperboard, New Orders (st)t......... | Jan. 22 oe mm we we |e ree anne eS 
in. A Wood Pulp Stocks, End Month (st)t.. | Nov. 108 103 110 98 | Th g ! di 9, we 
{ OC- U. S. Newsprint Consumption (st)t.... | Dec. 466 467 430 452 glee. The operators’ predicament shou 
stock Do., Stocks (mpt), End Month... | Dec. 623 617 516 523 condition their minds to grant his demands 
aaa Anthracite Coal Production (st)t..... Dec. 45 47 49 3.8 | for shorter hours and more pay, by the time 
| the Portland Cement Production (bbls.)m | Nov. 18.4 19.3 16.8 14.9 | contracts come up for renewal on June first. 
», to- 
oes b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
| i. seasonally adjusted monthly totals at annual rate, before taxes. cdlb—Commerce Dept. (!935-9—I00), using Labor Bureau and other 
acill- Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau 
fora (1926—100). Ib3—Labor Bureau (1935-9—I00). Ib4—Labor Bureau, (1939—I100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
ginal and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
t by Per Capita Basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
No. of —— 1948-9 Indexes———_- (Nov. 14, 1936, Cl—100) High Low Jan.22 Jan. 29 
fi Issues (1925 Close—!00) High Low Jan.22 Jan. 29 100 HIGH PRICED STOCKS _... 91.84 75.27 80.29 78.57 
> om 320 COMBINED AVERAGE __._. 151.9 119.0 126.0 122.6 100 LOW PRICED STOCKS... 182.86 134.93 143.74 139.51 
— 4 Agricultural Implements __. 240.1 178.8 198.0 191.3 6 Investment Trusts 71.6 50.0 58.2 56.7 
k 10 Aircraft (1927 Cl—1!00).... 193.5 134.3 157.7 154.4 3 Liquor (1927 C100)... . 843.5 637.7 679.4 652.3 
irkets | | 6 Air Lines (1934 Cl—100)_. 515.6 =. 342.1 419.2 391.0 10 Machinery 7925 128.4 131.6 129.1 
steel 6 Amusement . 106.8 73.0 80.9 80.3 3 Mail Order __.._. ~. $285 89.8 97.9 96.2 
of re- 12 Automobile Accessories . 224.1 171.1 182.2 173.1 3 Meat Packing . eee 7 73.0 81.1 78.9 
isap- 12 Automobiles _..... 41.3 26.6 28.6 27.6 12 Metals, Miscellaneous. 189.1 138.0 153.7 150.0 
3 Baking (1926 Cl—100). 21.9 16.4 19.5 19.0 Me anee 68 2 34.1 35.7 34.8 
now 3 Business Machines _.......... 297.1 230.1 231.1 230.1d 29 Petroleum .. ees aon SE 199.5 240.2 228.7 
ed in 2 Bus lines (1926 Cl—100). A. 16S 122.0 124.0 124.2 21 Public Utilities ee an 97.8 108.0 107.0 
» the S Chemicdle 0 GTI 218.0 235.2 229.6 6 Radio (1927 Cl—100). > Se 17.8 23.4 22.2 
con- | | 3 Coal Mining - 26.9 14.7 17.8 16.8 9 Railroad Equipment - wis ORL 46.1 49.4 47.6 
4 Communication _ nt OGsk 35.2 38.2 37.6 24 Railroads _._ pie esi 30.3 20.5 23.0 22.1 
stry's 13 Construction _.. 2. TUS 55.5 57.5 55.5b 3 Realty oe ek ee 21.1 23.2 22.2 
ok is maCGntenti@ne sae. se 346.0 263.5 286.2 274.3 3 Shipbuilding — peices is, UGG 107.8 136.5 130.8 
yt pri- 9 Copper & Brass......... a CES 9E.7 94.7 91.7 3) Som-erinks RRS 298.2 346.2 336.1 
‘. 2 Dairy Products cscs OE 50.7 55.4 55.4 14 Steel & Iron — Sonne scomaeearte| // | 96.2 104.1 103.5 
Ja di 
th 5 Department Stores _.... nee 53.3 54.3 54.0 EO ee eee ae 54.7 44.7 47.7 48.1 
_— 6 Drugs & Toilet Articles... 184.4 140.2 150.2 146.7 2 Sulphur 281.9 2066 255.4 253.4 
2 Finance Companies ..........._ 268.3 199.4 252.1 254.1 5 Textiles 170.4 118.9 130.7 126.3 
7 Food Brands __. sscssccecacas: | 147.8 154.0 150.4 3 Tires & Rubber. 34.5 27.5 31.6 31.0 
2 rocd Stores. _ 67.5 57.9 66.0 63.5 6 Tobacco 71.7 62.4 71.4 70.6 
3 Furniture 88.3 66.5 68.4 66.8 2 Variety Stores... 3327.8 286.9 324.1 319.7 
dustry | | 3 Gold Mining... 772.7. 515.1 640.6 624.1 17 Unclassied (1947 Cl. 89.1 92.0 906 
time | — 
ww 4 New LOW since: b—1947; d—1945. 
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Trend of Commodities 





Farm products prices, under the leadership of grains, turned 
reactionary during the fortnight ended Jan. 29. Reasons ad- 
vanced were mounting surpluses, further improvement in next 
year's crop prospects, export obstacles raised by box car short- 
age, and endorsement by the American Farm Bureau Federa- 
tion of the Hope-Aiken act authorizing flexible supports after 
1949. An outburst of selling in corn and soybeans was touched 
off by an Agriculture Department announcement that there 
ne be no acreage controls imposed on corn this year and 
that the visible supply of soybeans on Jan. 1 was a record 180 
million bushels. Flaxseed stocks were 41% larger than a year 
earlier. Present outlook is for a total wheat harvest this year 
that will top last year’s record 1.3 billion bushels. Cotton re- 
sisted the decline in grains, heartened by a trade estimate that 
2!/2 million bales may have to be repossessed from loan stocks 


this year and that higher prices will be required to accomplish 
this. A sobering influence, however, was action by the House 
Agricultural Committee in reporting out a bill to exclude 1949 
cotton plantings when computing future acreage allotments, 
Planters had conceived the idea of seeding an uneconomically 
large acreage this year, hoping to beat the guns. Cheaper feed 
is booming the chicken business. In the week ended Jan. 15, 
50% more baby chicks went into the pens of growers than a 
year ago. They will be ready for the dinner table by mid-April, 
On Dec. 1 there were 80%, more eggs in hatcheries than a year 
earlier. Per capita consumption of meat last year was 16%, 
ahead of pre-war 1935-39; but fish eating fell off a little. Rub. 
ber prices may decline farther. Production is climbing, and tire 
output skidding. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
Jan.31 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities .... 283.1 287.1 295.6 304.2 324.5 347.6 156.9 
11 Imported Commodities... 265.6 268.3 269.5 278.9 291.4 297.2 157.3 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. | Yr. Dec.6 
Jan.31 Ago Ago Ago Ago Ago 194I 


7 Domestic Agriculture... 300.3 304.3 311.4 321.3 366.6 409.1 163.9 
12 Foodstuffs... 303.4 309.0 326.8 349.1 391.7 440.1 169.2 




















17 Domestic Commodities... 295.0 300.0 313.8 321.8 347.8 384.6 156.6 16 Raw Industrials ss 276.3 279.2 279.1 276.2 283.2 287.8 148.2 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
170 OCT. NOV. 0 EC. JAN, 160 ocT. N OV. 0 EC, JAN. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High . 161.5 162.2 164.0 95.8 85.7 78.3 65.8 93.8 
Low ow. 160.0 149.2 1264 93.6 74.3 61.6 57.5 64.7 
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Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High . 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
Low wwe 134,28 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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East-West Trade in Europe 
—What It Means to Us 
—To European Recovery 





(Continued from page 508) 


in particular, were trans-shipped 
through German ports. Actual 
consumption of American cotton 
in Czechoslovakia and Poland was 
considerably larger than the di- 
rect sales — around 500,000 bales 
— indicated. In the two prewar 
years (1937-1938), our sales, con- 
sisting chiefly of cotton, ma- 
chinery, petroleum products, and 
rubber manufactures averaged 
$70 million. Our purchases: shoes, 
gloves, novelties, and glass from 
Czechoslovakia, hams and feathers 
from Poland, woodpulp and paper 
products from Finland, etc., aver- 
aged about $80 million. 

Some nine years later, in 1946, 
we shipped to Eastern Europe 
nearly half a billion dollars worth 
of goods, the bulk of which con- 
sisted of food and equipment of 
all sorts financed largely by the 
UNRRA and private relief. In 
1948 our exports shrunk to $144 
million, while our imports from 
Eastern Europe aggregated about 
$75 million. 

The “cold war,” the Western 
fear of Soviet Russia, and the 
communist denunciation of the 
Marshall Plan notwithstanding, 
there are strong indications, on 
basis of recently concluded trade 
agreements, that the flow of 
goods between European East 
and West will expand consider- 
ably in the future. The mutual 
advantage derived from such an 
exchange is bound to prove 
stronger than politics — and may 
yet influence politics favorable 
toward peace. 


Expanded Trade Necessary 


Of the two fundamental rea- 
sons why Western Europe will 
have to expand its trade with 
Eastern Europe, particularly 
when the German industrial ma- 


_ chine starts pouring out goods, 


one has already been mentioned. 
The bulk of the exportable prod- 
ucts of the West will be ma- 


: chinery and transportation equip- 


ment, steel manufactures, trac- 
chemicals, dyestuffs, and 


Will be only a limited market in 
the dollar area. They will have to 
be exported somewhere, and the 


8 61937 most natural market, Eastern 
5 824° Europe, promises to be an eager 
3 52.3) buyer. 
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Can You Guess 
the Name 
of This City? 


It’s a very important city to many 
millions of people, but you won’t 
find it on the map. It’s the Tele- 
phone City that the Bell System 
has built since the war. Every build- 
ing shown in the picture is a tele- 
phone building. 


We've taken 392 major building 
projects and additions that the Bell 
System has completed throughout 
the country and had the artist show 
them in one picture. And that’s only 
| one-seventh of the Bell Telephone 
buildings crected or enlarged since 
V-J Day. There wasn’t room for 
2400 others. 





These buildings are more than 
brick and stone and telephone 
equipment. 


| BELL TELEPHONE SYSTEM 


Second, if Western Europe is 
to balance its payments with the 
dollar area by 1952 — a feat, the 
accomplishment of which is in- 
creasingly doubtful — it will have 
to look for or develop resources 
for which it won’t have to pay in 
dollars. With China gone com- 
munist and Southeastern Asia in 
a state of turmoil, it is unlikely 
that any great surpluses of food 
and raw materials will reappear 
























They are jobs for thousands of 
men and women. They are more 
business for the towns and cities in 
which they are located. They are 
more and better telephone service 
for millions of telephone users. 


When you look at all these build- 
ings you can sce how the Bell Sys- 
tem is growing to catch up with the 
nation’s neéds. You can also see why 
it is necessary for the telephone 
business to have reasonable earnings. 


For the money for buildings like 
these does not come out of the 
money you pay for telephone service. 


It must come from investors — 
hundreds of thousands of everyday 
men and women all over America 
who are willing to invest their sav- 
ings in the telephone business. 


Reasonable earnings are needed to 
attract additional investors’ dollars. 
You have an interest in this because 
these dollars are used to provide 
vou with more and better telephone 
service. 








on the markets from that part of 
the world. At least any return to 
the prewar pattern of trade is 
unlikely. At the same time the 
development of new resources in 
colonial Africa and in the Middle 
East will take time. All this en- 
hances the importance of Eastern 
Europe as the non-dollar source 
of Western European food and 
raw material requirements. 

As already emphasized, Eastern 


533 



































































Europe may ultimately get the 
better of the bargain, however. 
As it becomes increasingly indus- 
trialized, it will be in a better 
position to dictate what capital 
goods it will take. Moreover, there 
is always the danger that as the 
Eastern European standard of 
living increases, the surpluses of 
food and raw materials will be- 
come smaller. 

Here is, however, an interest- 
ing point raised by the U. N. Eco- 
nomic Commission for Europe 
which has been engaged in a 
study of the East-West trade: In 
the past, industrialization and the 
mechanization of agriculture have 
tended to increase rather than 
lower the output of raw materials 
or the yield of agriculture. Even 
such highly industrialized coun- 
tries as the United States and to 
some extent Great Britain still 
produce surpluses of foodstuffs 
and raw materials. Hence the 
Commission goes on record as 
saying that the industrialization 
of Eastern Europe does not neces- 
sarily mean a decline of its sur- 
pluses. If the overall agricultural 
production in Eastern Europe 
could be brought up to the level 
of Eastern Germany and Western 
Poland through mechanization 
and the expanded use of ferti- 
lizers, the production of wheat 
and barley could be raised by 
some 60 per cent and that of oats 
by nearly 50 per cent. But West- 
ern Europe will have to provide 
some of the needed farm equip- 
ment and fertilizers on credit. 


Britain Leads in Trade Pacts 


Great Britain has been leading 
other Western European coun- 
tries in making trade pacts with 
Eastern Europe. During the last 
two months, one signed with 
Yugoslavia calls for an exchange 
of goods valued at $120 million. 
A trade agreement with Poland 
provides for an annual exchange 
of some $400 million worth of 
goods over the next five years. 


Poland promises to send bacon, * 


eggs, lumber, and mine props, 
while Great Britain will deliver 
wool, rubber, machinery (other 
than could be used for the manu- 
facture of war equipment), 
petroleum, copper and manufac- 
tures, dyestuffs, etc. There are 
also British agreements with the 
Finns and the Czechs. 

Italy is another country which 
is eager to develop non-dollar 
sources of raw materials and 
foodstuffs. Her most important 
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trade agreement is with Yugo- 
slavia. It calls for the delivery of 
nearly $150 million worth of 
Yugoslav timber, meat and dairy 
products, and non-ferrous metals 
in exchange for Italian machinery 
and transportation equipment, 
textiles, and chemicals. 

Apart from trade agreements, 
Western European countries have 
been able to negotiate important 
debt settlements. Yugoslavia 
agreed to pay $18 million to 
British companies owning copper 
and lead mines; a debt agreement 
with Poland is in the process of 
negotiation. Bulgaria, in a gesture 
acknowledging her foreign debt 
obligations, offered last month to 
meet interest arrears since 1940 
and to service all Bulgarian for- 
eign loans in 1949. The com- 
munist-dominated Czech Govern- 
ment has also continued to serv- 
ice its foreign obligations. 

With the exception of a few 
commodities, Eastern Europe has 
never been an important market 
for our goods. Neither has there 
been here a big market in this 
country for Eastern European 
products. During the past two 
years we have not missed this 
trade. But Eastern Europe is 
changing. It is industrializing and 
mechanizing its agriculture — the 
latter far more determinedly than 
the West. This means a market 
for many of our products includ- 
ing agricultural machinery and 
other capital goods. Moreover, 
Eastern Europe now includes 
such highly industrialized regions 
as Saxony and Thuringia in East- 
ern Germany, and the Upper 
Silesian basin in Poland. Some of 
the highly specialized products of 
these regions, such as optical 
goods from Thuringia, have al- 
ways been sought in this country. 

Can we afford not to trade with 
these areas? Can we afford to 
lose a market for some 600,000 to 
700,000 bales of American cotton 
normally consumed by Czechoslo- 
vakia and Poland — not to men- 
tion the Saxon textile industry in 
Eastern Germany — at a time 
when we are accumulating a cot- 
ton surplus? We could have sold 
much more tobacco had we been 
willing to give credit at the right 
time. It is generally known that 
on purely economic grounds an 
investment in the re-equipment of 
Polish coal mines or in agricul- 
tural machinery and fertilizers 
for Yugoslavia could bring a large 
return for our dollars, and would 
further the reconstruction of 
Western Europe much more than 


some dollars spent in Greece or | 


Turkey. 


Eastern Europeans are anxious : 
to sell here. At the Czechoslovak ~ 


Industries Fair currently held at 
the Rockefeller Center were 
shown textile products especially 
designed for specific needs of the 
United States market. Polish 
hams are once more offered in 
substantial quantities. 

Should or shouldn’t we trade? 
Naturally the answer is difficult. 
It depends upon our future rela- 
tionship with the Soviet Union. 
Whatever is done must be done 
with caution. This publication 
does not know of a simple way 
out. It merely offers the problem 
for re-examination in the interest 
of the American businessman. 





For Profit and Income 





(Continued from page 525) 


investment-grade equities. There 
will, of course, be individual ex- 
ceptions to these generalizations. 


In Brief 


What current market action 
suggests to this column is that 
anything better than _trading- 
range fluctuation over the medi- 
um-term is unlikely and _ that 
there is no need for hurry in buy- 
ing any stock. 





Answers to Inquiries 
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against $3,003,701 or $2.23 a 
share in 1947. Unfilled orders on 
September 30, 1948 amounted to 
$38,000,000 compared with $27,- 
800,000 in the like 1947 period. In 
December, the company subsidi- 
ary, Lewis Foundry & Machine 
Company received contracts from 
South African Iron & Steel In- 
dustrial Corporation Ltd. and the 
Argentine Government for roll- 
ing-mill equipment, totalling 
about $2 million. 

Dividends including extras to- 
talled $1.25 a share in 1948 


against $1.10 paid in 1947, Com- | 


pany is a large, long established 


builder of equipment designed for | 


steel plants, and for construction 
of highways and public works. It 
also manufactures equipment for 
the chemical, food, communica- 
tions, transportation, agricultural, 
electrical and public utility indus- 





tries, and produces pre-fabricated © . 


steel buildings. 
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Early in 1948 the company en- 
tered an entirely new field of 
operations by planning to serve 
the farm market with specialty 
equipment and buildings. One of 
the first new items would be a 
crop dryer. Prospects for the cur- 
rent year appear favorable. 





Utilities Face Capital Needs 


(Continued from page 512) 


rate might not be effective until 
1950 if the law is enacted during 
the summer. At present Congress 
is more interested in increasing 
social security taxes, so that there 
may be considerable delay in re- 
vising the corporation tax. 

While a 45% tax would reduce 
some utility earnings rather 
sharply, it would not greatly en- 
danger present dividend rates in 
most instances. The dividends 
most likely to be affected would 
probably be those of old-line com- 
panies such as Boston Edison, 
Commonwealth Edison, Consoli- 
dated Edison, Consolidated Gas 
of Baltimore, ete. (Strangely 
enough, many of the relatively 
“new” and unseasoned stocks are 
more conservative dividend- 
payers than the big companies 
whose stocks are highly regarded 
by institutions.) In any event, 
the upward trend in net earnings 
as reflected in the November 
figures will serve as a_ buffer 
against any tax increase. More- 
over, taxes are deductible before 
arriving at net operating income, 
which is supposed to yield a “fair 
return,” so that if taxes prove 
burdensome, the utilities can ask 
for rate inceases. 

The manufactured gas com- 
panies (as well as the manufac- 
tured gas divisions of the electric 
companies) have had tough sled- 
ding in the past two years, but 
their executives are now begin- 
ning to breathe a little easier. 
Most of the companies have now 
received temporary rate increases 
to take care of higher fuel and 
labor costs. But the trouble was 
that, like the railroads, no sooner 
had they received one increase 
than they found the revenue gain 





_ eaten up by coal costs and had to 
- ask for second or third rate 


boosts. Earnings have therefore 


_ been in a state of flux and divi- 


dend payments uncertain — ex- 
cept for some of the conserva- 
tively capitalized New England 
companies which seem able to ad- 


_ just themselves to any difficulties. 


Brooklyn Union Gas, probably 


_ the largest independently-owned 
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The finishing touch to a perfect train! 
Spectacular Skytop Lounge 
and private-room sleepers 


= OLYMPIAN. J 


CHICAGO 
MILWAUKEE 
ST. PAUL 
MINNEAPOLIS 
BUTTE 
SPOKANE 


Crest-to-canyon views of a mountain wonderland 
from the glass enclosed Skytop Lounge—a new de- 
parture in car design. And you'll find the private 
rooms in The Milwaukee Road’s new Olympian 
HiawaTuHa sleeping cars perfect in every detail. 
NEW BEDROOMS with two beds have en- 
closed lavatories, ample luggage space, and full 
length closets. Adjoining bedrooms open into con- 
necting suites for family parties. 

NEW ROOMETTES for one offer full igi 


with room facilities in compact form. Radio con- 


SEATTLE 
TACOMA 


trol and circulating ice water in all rooms. 
For a color booklet on the Olympian HiawatuHa, 
write to H. Sengstacken, Passenger Traffic Manager 
956 Union Station, Chicago 6, Illinois 


- (3HE MILtwaukeEeE Roap 


| The friendly Railroad of the friendly West 











gas business, reported a loss of 
29c a share in 1947 (compared 
with annual earnings of over $2 
during 1943-46). In the first nine 
months of 1948 only 40 cents was 
earned. No dividends have been 
paid since September 1947. The 
company has just received its 
fourth rate boost since July 1947, 
but in view of its $25,000,000 ex- 
pansion program it seems un- 
likely that it can resume dividend 
payments in the near future. 
The manufactured gas compan- 
ies from now on should obtain 
gradual relief from high fuel 
costs, and some of them are be- 





ginning to benefit by installation 
of new equipment using low- 
grade oil. In another two years 
some eastern companies will ob- 
tain natural gas which they can 
mix with manufactured gas to 
raise the BTU and dollar value of 
their gas. Some of these stocks 
may therefore merit attention 
for long-range possibilities when 
house-heating demands can be 
satisfied. 

Apart from individual irregu- 
larities, the utility stocks have 
been giving a rather good account 
of themselves, considering present 
day market conditions. It there 
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aren’t too many public offerings 
in 1949, present generous yields 
may tend to shrink as investors 
gradually forget some of their 
fears regarding taxation, regu- 
lation, droughts and wage de- 
mands. 





The Food Companies in 1949 
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other factors. 

Swift & Company, with a slight 
uptrend in volume to $2.36 bil- 
lion, fared better than its com- 
petitors as to earnings, reporting 
net of $3.02 per share compared 
with $3.77 (after liberal allow- 
ances for excessive construction 
costs in both cases). Fewer of 
Swift’s plants were closed than of 
other packers during the ten 
weeks’ strike, a larger proportion 
of its inventories are valued un- 
der the LIFO system and the com- 
pany has no operations in South 
America where’ unsatisfactory 
conditions last year were burden- 
some to some of its competitors. 
Considering the volatile price 
movements in 1948 that we have 
mentioned, however, it seems evi- 
dent that excellent cost control 
and skillful purchasing policies 
enabled Swift & Company to 
make as favorable a showing as 
it did. 





Armour & Companys’ 1948 
sales also were up slightly, to 
$1.99 billion, but the company 
ended the year with a net loss of 
around $1.9 million. The company 
suffered. from the long strike in 
more than one way. Shut-down 
expenses were very heavy for ten 
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weeks, substantial inventory 
losses were incurred when a 
sharp break in meat prices caught 
the company just after its heav- 
iest seasonal accumulation of in- 
ventories, and just after the 
strike ended further difficulties 
were encountered. Efforts to get 
the plants of all the packers into 
operation created such competi- 
tion for livestock that their cost 
soared well above limits war- 
ranted by wholesale prices obtain- 
able. All in all, Armour lost about 
3%, of a cent per pound on its 
domestic meat operations, while 
profits from its other operations 
were 50% lower than in the two 
preceding years. This concern 
could have made a better show- 
ing, had it thought wise to offset 
inventory losses by utilization of 
its $17.5 million reserve fund 
established for just such an emer- 
gency, but the decision was made 
to preserve this fund intact for 
possible future use. Dividends on 
the common stock, though, were 
omitted in the last half year. 
Prospects for smoother opera- 
tions by the meat packers in 1949 
are much enhanced by the current 
lower level of prices for livestock. 
A recent price of $24.50 per 100 
pounds for steers was the lowest 
since May, 1947. $19.50 per 100 
pounds of hogs represents a de- 
cline of 31% from the September 
high. Due to a steady shrinkage 
in the lamb population, the price 
of these animals has shown little 
change. Some experts predict that 
the drop in steer and hog prices 
has now outstripped the influence 
of mere demand-supply factors, 
and that if wholesale prices for 
beef products continue to dip, the 
trend will be moderate and pos- 
sibly reverse itself before long. 
In any event, the packers are 
starting their second fiscal quar- 
ter with little chance of incurring 
further inventory losses, with 
well balanced stocks on hand and 
with distributors not in the least 
overloaded. In other words, the 
outlook is bright for substantial 
unit sales, although lower prices 
are likely to reduce annual dollar 
figures. Large sums spent in post- 
war for plant improvements 
should prove beneficial to profit 
margins and operations in gen- 


_ eral should resume a more normal 


status than in 1948. The civil 
anti-trust suit filed against the 
Big Four packers has occasioned 
little anxiety, for the claims ap- 
pear poorly founded and the suit 
itself largely of political signifi- 
cance. 
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DAIRY PRODUCTS: Satisfactory 4 
progress was achieved by the 7 
leading dairy concerns last year, © 
to judge from results in the first 
nine months and basic conditions 
during the balance of the year, | 
Demand for milk continued strong | 
throughout the year, but with the 
smallest number of milk cows on 
the farms for many years, pro- 
duction declined somewhat. In 
consequence, prices for milk 
trended upward during most of 
1948, although of late they hay 
headed slighly down. Last year’s 
production of butter was _ prob. 
ably about 12% below 1947, and 
that of ice cream was down 10%. 
Sales of evaporated milk, on the 
other hand, rose by about 7° in 
the first nine months, partly as a 
result of increased foreign de- 
mand under ECA. It is believed 
that total production of manv- 
factured dairy products in 1948 
was closely comparable to that of 
the preceding period and _ that 
little change will occur in 1949, 
Earnings of the leading dairy 
concerns continued fairy stable, 
as is usual in this industry, divi- 
dends were comfortably covered 
and should continue so during 
1949. 

Now that supplies of animal 
feeds have become abundant at 
lower prices, the number of milk 
coWSs as well as their per capita 
production should expand in the 
current year. In this event. the 
recent downtrend in milk prices 
is likely to be gradually extended. 
The turnover of fluid milk by the 
dairies is so rapid that they can 
readily adjust retail prices to 
lower levels without serious dan- 
ger of inventory losses. Their 
labor costs, on the other hand, 
will be rather inflexible, while any 
accumulation of butter, cheese 
and ice cream might become hard 
to move except at mark-down 
prices. It is because of these fac- 
tors that the earnings trends of 
leading dairies frequently vary 
from quarter to quarter. During 
recent years many have taken 
steps, through diversification, to 
surmount over-dependence upol 
milk and milk products. Borden’s, 
for example, has gone in exten- 
sively for the production of soy- 
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bean oil and soybean feeds, plas- 
tics, shark liver oil and frozen 
foods. As yet these items account 
for only a modest proportion of 
annual volume, but the percentage 
is slowly creeping up.. 

Postwar modernization pro- 
grams should effect economies in 
1949 for most of the big dairy 
concerns, and as high volume 
seems well assured, profit mar- 
gins should be satisfactory al- 
though as with all other indus- 
tries, higher taxes may become a 
moderately restrictive factor. Con- 
servative dividend policies have 
resulted in sizable accumulations 
of retained earnings, building up 
working capital to record propor- 
tions and strenthening prospects 
for dividend stability. 


FOOD PRODUCTS: Although 1948 
volume of the food processing in- 
dustry was somewhat higher than 
a year earlier, the erratic action 
of raw material prices last year 
brought converse trends to the 
earnings of many leading con- 
cerns. When annual reports be- 
come fully available, numerous 
inventory mark-downs probably 
will account for dips in earnings. 
On the other hand, some strongly 
situated and exceptionally well 
managed companies achieved sub- 
stantial gains in both volume and 
net earnings, though others in the 
same field fared less well. On bal- 
ance, the industry as a whole did 
less well earningswise than in 
1947, but still established a rec- 
ord well above average. 

Turning to 1949 prospects, it 
seems probable that last year’s 
difficulties will prove to be tran- 
sient for a good many concerns, 
for demand will be substantial 
and the downtrend in commodity 
prices henceforth should tend to 
widen profit margins wherever 
adequate inventory adjustments 
were made last year. Prices of 
canned foods, for example, are 
apt to hold up fairly well, for the 
pack was reduced substantially 
last year and prices during the 
inflationary periods have pushed 
up less fast than those of foods 
In general. For this reason the 
canners should broadly benefit 
from the lower prices they will 
have to pay the growers. Mark- 
downs on finished products are 
likely to be a slow process. The 
chief handicap in the current 
year will be the difficulty of 


stabilizing volume if unit prices 
decline in the face of high wage 
— transportation expenses. The 
ower 


for canned 


level 


price 
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foods, on the other hand, should 
stimulate consumption. 


PACKAGED FOODS: Manufac- 
turers of packaged foods gener- 
ally enjoyed an uptrend in vol- 
ume, but their net earnings were 
broadly affected by the impact of 
declining commodity prices.Sharp 
drops in grain and vegetable oil 
prices caught some concerns with 
heavy inventories that could not 
be unloaded without loss. Diversi- 
fied output, adroit purchasing 
policies and intensified promo- 
tional activities, on the other 
hand, caused earnings of a few 
concerns in this field, such as Best 
Foods and General Foods, to rise 
impressively. Among those to suf- 
fer moderately was Standard 
3rands, whose 1948 earnings de- 
clined somewhat below the level 
of 1947, barely covering the $2 
per share dividend, with the re- 
sult that the quarterly rate has 
just been reduced to 30 cents 
from 50 cents. 

Provided the trend of com- 
modity prices in 1949 does not 
develop too abrupt downward 
tendencies, the producers’ of 
packaged foods should make satis- 
factory progress. Chances are 





good that no further radical in- 
ventory adjustments. will be 
necessary and profit margins can 
be fairly well stabilized. Even if 
tax rates are lifted somewhat, 
current dividend rates of most of 
the leading concerns would not be 
endangered. Competition in this 
field will be keener than ever but 
consumption should hold up well, 
especially of established brands. 
Among other things, it looks as if 
a promising future is at last as- 
sured for frozen foods, now that 
competition from inferior brands 
has been virtually eliminated. 


CORN PROCESSORS: During most 
of last year, manufacturers of 
starches and corn syrups were 
handicapped by scant supplies of 
corn and high costs of materials. 
Sugar prices began to break early 
in 1948, rapidly achieving a com- 
petitive advantage over related 
corn products. The bumper corn 
crop, though, brought prices 
down sharply later in the year, 
decidedly improving the outlook 
for processors. As corn prices now 
are somewhat below the Govern- 
ment support level, purchases can 
be made with little danger of in- 
ventory losses and profit margins 
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may be widened to normal spreads 
in competitive markets. Both in- 
dustrial and consumer demand 
for corn products should be sub- 
stantial in the current year, so it 
is quite possible that the earn- 
ings downtrend characteristic of 
the industry should reverse itself 
during 1949. 

With proper selectivity and 
emphasis upon shares of the more 
strongly situated processors of 
food in each division, investors 
can feel confident in holding 
equities in the food industry. In 
relation to prospective earnings 
over the medium term, share 
prices generally are reasonably 
valued and yields are attractive. 





Diverse Outlook for 
Machinery—Machine Tools 





(Continued from page 520) 
periods when general business 
slowed up, manufacturers of ma- 
chinery and tools could be ex- 
pected to experience a rapid 
slump in sales if the current trend 
gained momentum. On the other 
hand, nothing more than a mod- 
erate adjustment to more normal 
economic conditions appears to be 
in sight, according to majority 
opinions. In this event, volume in 
this field should level off at a 
more satisfactory point than 
many observers now allow. 

In discussing the pros and cons 
of this subject, especially as it 
may affect the machine tool man- 
ufacturers, the fact should not be 
overlooked that all during the 
postwar boom, manufacturers of 
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durables have exposed their tools 
to hard usage comparable to that 
in wartime. Ordinarily, replace- 
ment demand in the tool industry 
is not very expressive when gen- 
eral business swings downward, 
but with corporate treasuries in 
their present strong position it is 
quite possible that this factor 
might lose weight unless very lean 
times appear. However, one prob- 
lem may become increasingly bur- 
densome. Hardly had relief from 
competition from Government 
surplus tools been had last year, 
when the second hand tool dealers 
began to build up stocks from in- 
dustrial sources which had substi- 
tuted old with new equipment. As 
it happens, one of the most prom- 
ising markets for the tool manu- 
facturers is a wide variety of rela- 
tively small customers, but this 
market also uses a_ substantial 
amount of second hand equipment 
that is now being offered in in- 
creasing amounts. 


Good Volume Indicated 


On balance, however, evidence 
points to well sustained volume 
and earnings in 1949 by leading 
producers of specialized machin- 
ery. Estimated net of United En- 
gineering & Foundry, for in- 
stance, gained about 50% last 
year and the company’s strongly 
entrenched position as a producer 
of steel mill equipment favors 
continued satisfactory progress. 
Many steel concerns plan sub- 
stantial expansion in the current 
year. Earnings of Caterpillar 
Tractor gained about 40% last 
year, with no indications that 
business will be less good in 1949. 
Should general business activities 
subside, this concern would bene- 
fit on an increasing scale from 
the certainty that public works 
programs would be greatly ex- 
panded. Other concerns’ with 
promise of stable business ahead 
for the same reasons are Bucyrus- 
Erie, Chicago Pneumatic Tool and 
Ingersoll Rand. 

A good many concerns in the 
machinery field have achieved 
diversification to a degree that 
enforces less reliance on markets 
that conceivably may narrow in 
coming months. Fairbanks Morse, 
for example, has become an in- 
creasingly important manufactur- 
er of diesel engines to supplement 
its output of scales. Signs are 
strong that demand for diesels 
will expand impressively in the 
future. Pumps of one kind or an- 
other have become increasingly 
vital in our industrial economy, 


and while demand will probably 
decline from recent peaks, pro- 
ducers of these items enjoy 
growth potentials over the longer 
term. Thus the outlook for a wel] 
entrenched. specialist like Worth- 
ington Pump & Machinery ig 
quite bright. In the mining field, 
availability of newly designed 
cost-saving equipment has been 
met with great enthusiasm with 
the result that excellent business 
is practically assured through 
1949 by an aggressive concern 
such as Joy Manufacturing Com- 
pany. 

Adding up the score, it is ap- 
parent that manufacturers of 
many forms of specialized equip- 
ment should give a good account 
of themselves in the current year, 
and that while makers of small 
tools have many problems to solve, 
those of well established reputa- 
tion should enjoy fairly profitable 
operation. The industry, though, 
embraces many divisions and nu- 
merous components that require 
careful scrutiny. 

Marketwise, machinery shares 
almost regardless of quality re- 
flect the industry’s traditional 
sensitivity to cyclical changes in 
business. Price-earnings ratios 
generally are modest, in some 
cases exceptionally low, and al- 
most all equitities in this division 
are currently selling close to their 
1948-49 lows regardless of attrac- 
tive yields. Still in view of favor- 
able medium as well as longer 
term prospects, selected issues in 
the group are not without appre- 
ciation possibilities, and some of 
the leaders have excellent earn- 
ings and dividend records. 

Generally, the outlook appears 
best, under prospective conditions, 
for makers of heavy mill equip- 
ment and industrial machinery, 
for producers of power generat- 
ing, oil field and refinery, road 
building, excavating and mining 
equipment, and for the makers of 
Diesel engines. In the machine 
tool field, the same holds true for 
builders of special purpose tools 
and those specializing in labor- 
saving machinery of various de- 
scription. 





Trends in 
Fourth Round Battle 





(Continued from page 503) 


will be industries where the boom 
is likely to continue undiminished 
— steel and automobiles for ex- 
ample. Here labor strategy is en- 
deavoring to obtain first settle- 
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ments and they will make a 
determined effort to get the most. 
But whatever they will get, it will 
not form a national pattern, for 
in other lines where business and 
employment prospects are more 
uncertain, there will be plenty of 
need for compromise. 

Even where labor succeeds in 
gaining more pay or fringe bene- 
fits, it usually will mean a squeeze 
in profit margins and thus force 
more economy in the use of labor. 
Actually this might mean less job 
security. As it is, unions are 
likely to go on filing their de- 
mands but if business continues 
to weaken in various industries, 
labor may be due for trouble in 
making demands stick. The same 
can be said if the cost-of-living 
continues its present downtrend. 

Organized labor, as we know, 
in its campaign for higher wages 
and broadened social benefits has 
made much of recent over-all cor- 
porate profit figures. To quote 
Walter Reuther: “The union is 

. taking pension and social 
security plans out of the category 
of fringe demands and putting 
them at the top of the agenda. 
The profits of industry are at an 
unprecedented high level, and 
management can afford to meet 
these just demands, which are 
long overdue, out of profits with- 
out increasing prices.” 

This attitude overlooks of 
course that industry profits in 
many cases have been grossly 
overstated as the result of abnor- 
mal and non-recurring inventory 
profits and insufficient deprecia- 
tion charges; it also overlooks the 
fact that they are extremely vul- 
nerable to changes from sellers’ 
to buyers’ markets. That is par- 
ticularly true of industries where 
competitive conditions keep profit 
margins low; the textile industry 
Is a good example. 


Long Range Impacts 


Unless fourth round demands 
make full allowance for the 
changed conditions in different 
industries and individual com- 
panies, the long range impacts are 
almost certain to prove harmful 
not only to industry but to labor 
as well. It is the management’s 
responsibility to present its case 
effectively but also with under- 
standing for the other side’s prob- 
lems. Labor on the other hand, 
though flushed with its political 
power following the presidential 
elections, should not confuse this 
with the soundness of economic 
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arguments. Most important of all, 
wherever the Administration is 
called upon to referee fourth 
round disputes, it must show real 
statesmanship. That means that 
it must carefully weigh potential 
intermediate and longer range 
complications against the short- 
term advantages of another “shot 
in the arm” at a moment when 
important sectors of the economy 
seem to show softening ten- 
dencies. 

The inescapable fact is that 
despite labor’s attack on corpo- 
rate profits, business trends are 
showing anything but uniformity 
so that industry today, less than 
ever, can be subjected to the 
same profit yardstick. This is one 
of the principal reasons why there 
can be no national fourth round 
pattern. At best, adjustments can 
be made on a strictly individual 
industry basis. What’s more, if it 
can be called a “round” at all, it 
is most likely the last one. There- 
after adjustments may be down- 
wards rather than upwards un- 
less inflation is allowed to take a 
new grip on the economy. 





What of Tobaccos? 





(Continued from page 157) 


inventories is smaller than in 
most industries, however, because 
prices for cigarettes fluctuate 
much less than those of leaf to- 
bacco. Prospects for any signifi- 
cant inventory markdowns are 
thus greatly minimized. 

At this writing only a limited 
number of 1948 annual reports of 
tobacco companies have appeared. 
As that of Liggett & Myers is 
probably typical of the industry, 
some significant features of it are 
worth discussing. Net sales last 
year rose to a new record level of 
$556 million, partly as a result of 
the rise in cigarette prices during 
the last five months of the year 
and partly due to an increase in 
unit sales. Net income of $29.2 
million was also an all-time high, 
equal to $8.86 per share after pre- 
ferred dividends, but in relation 
to sales the margin was about 
4.99% compared with an average 
of 7.67% in the 1936-40 period. 
Inventories of almost $369.2 mil- 
lion at the year-end were $52.7 
million higher than a year earlier, 
but this was considered advisable 
to protect expanding business. In 
1945-46 the company issued some 
$127 million term debentures to 
finance its expanding inventories, 


later establishing a _ revolving 
bank credit of $100 million. Bank 
loans at the end of 1948 amounted 
to $78.5 million, but these should 
be gradually reduced after the 
first quarter until the buying sea- 
son commences. The management 
hints that some equity financing 
may be undertaken within a few 
months, partly due to expansion 
plans involving $7.5 million. 

This picture may be considered 
as rather characteristic of the 
larger cigarette manufacturers. 
The current year promises to be 
one where domestic demand may 
continue to expand moderately as 
several more millions of people 
reach maturity and jobs remain 
plentiful. It is difficult to realize 
what a strong hold tobacco smok- 
ing has on the average person. 
This is well shown by the experi- 
ence of the British, where tobacco 
imports have been cut drastically 
and rationing is strictly enforced. 
Over there, however, the portion 
of disposable income allotted to 
tobacco has doubled of late, and 
people form long lines before to- 
bacco shops to buy cigarettes at 
70 cents per pack. This suggests 
that prices could be lifted some- 
what higher here at home, if 
necessary, without arousing much 
consumer resistance, though such 
a course is not indicated over the 
near term. 

Through retention of earnings 
in sizable amounts, plus large 
scale financing, the major ciga- 
rette producers have not only sur- 
mounted their inventory prob- 
lems satisfactorily but taken steps 
to cut costs by improving their 
facilities. Most of them have 
spent millions in postwar to build 
new plants or to replace obsolete 
equipment with the amazingly 
efficient modern machinery that 
reduces unit labor costs. During 
1949 many of these improvements 
should bear fruit on an increasing 
scale and to some extent offset 
rising costs of materials and 
wages. In a broad manner, there 
seems little to hinder a repetition 
of earnings close to the 1948 level, 
although higher taxes of course 
may moderately affect the final 
outcome. Weight must also be 
accorded to outlays for promotion 
in the current year, for in the 
race to foster brand popularity, 
some of the larger concerns spend 
more than one million dollars 
monthly for advertising and radio 
programs. Outlays of this kind in 
1949 are likely to reach record 
proportions, but they evidently 
have paid off in the past. 
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Consumption of cigars during 
1949 should continue at an annual 
rate close to the 5.7 billion units 
established last year. Profit mar- 
gins on lower-priced cigars were 
severely narrowed in the first 
half of 1948 by rising costs, but 
this was corrected by midsummer 
through price advances. As mat- 
ters now stand, the outlook for 
satisfactory earnings in this divi- 
sion seems encouraging. The 
same holds true for manufac- 
turers of snuff, for early in 1948 
they raised prices to offset higher 
costs of leaf tobacco. Consump- 
tion of snuff in the current year 
should vary little from the 41 
million pounds estimated for 
1948. 

Considering the long proven 
stability of the tobacco industry, 
shares of the leading concerns 
appear to be reasonably priced at 
recent levels. Despite conservative 
dividend policies, yields obtain- 
able are rather attractive, and as 
price-earnings ratios are some- 
what higher than those of the 
average industrial stock, inves- 
tors evidently feel that their in- 
come stability is well assured. 
The majority of the Big Five sup- 
plemented regular dividends last 
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year with extras and probably 
will be guided by similarly con- 
servative policies throughout 
1949. Distributions to some ex- 
tent will hinge upon the course 
of raw tobacco prices and devel- 
opments in the field of taxation, 
but ample earnings provide a sub- 
stantial cushion against any ad- 
verse potentials along these lines. 





The Factors Shaping 1949 
Corporate Profit Outlook 





(Continued from page 498) 


Earnings should be relatively 
well maintained in such lines as 
tobacco, drugs, pulp and paper, 
paint, the major branches of re- 
tail trade, electric and gas utili- 
ties, telephone, banking, and in- 
stalment sales financing. 

The outlook for the full year 
1949 is not yet certain in several 
lines facing specific problems or 
imponderables, such as machin- 
ery, motion pictures, air trans- 
port and shipping. Earnings of 
the railroads are recovering, yet 
as to their long-term future the 
leaders in the industry as well as 
the Interstate Commerce Com- 
missioners have served notice 
that the familiar cycle of wage 
and rate increases cannot be car- 
ried much further; otherwise an 
even more serious loss of freight 
and passenger business is inevi- 
table even with general business 
= maintained at a high 
evel. 





Investment Audit of A. T. & T. 





(Continued from page 523) 


business conditions, Western Elec- 
tric stock would appear to have a 
market appraisal of roughly $25 a 
share adjusted to its parent’s 
share capitalization. That is to 
say, if the outstanding 9 million 
shares were increased to 23 mil- 
lion, it would seem possible for 
the company to- pay an annual 
dividend of about $1.25 a share 
instead of the equivalent of $1.56 
in 1948. This would be the same 
rate as paid by Westinghouse 
Electric in the last two years. The 
latter stock has held at around 
$25 in recent months. 

Assuming then that distribu- 
tion of its interests in Western 
Electric should be undertaken by 
American Telephone in compli- 
ance with a court order, the 


market value of such a disburse- 
ment might be calculated under 
present conditions as about $25, 
It could be assumed then that re- 
maining assets might have a 
market appraisal of roughly $120 
a share, on which a dividend rate 
might be fixed at $7.50 annually. 
Presumably such a rate could be 
maintained. 

Freed from the threat of 
further prosecution, American 
Telephone readily might com- 
mand a higher investment rat- 
ing. In short, it is conceivable 
that under favorable conditions 
the shares might sell on a 5 per 
cent yield basis— which would 
mean $150 a share if a $7.50 divi- 
dend rate may be assumed. 

It also is reasonable to think 
that if Western Electric eventual- 
ly were broken up into three 
smaller units, volume of business 
might increase through entrance 
into new markets with electronic 
products other than _ telephone 
equipment and earnings might 
reach a level warranting larger 
dividends. 


Previous Patterns 


This is the pattern of previous 
industrial divestment programs. 
In the case of the old “Standard 
Oil Trust,” for example, the vari- 
ous segments all have grown and 
prospered. Total market value of 
stocks received in the 1911 divi- 
sion far exceeds prices of that 
day. In like manner, value of 14 
component parts in the American 
Tobacco Company segregation, 
which preceded that of Standard 
Oil, has grown manyfold since 
the breakup 38 years ago. 

Growth potential in the case of 
Western Electric is not to be dis- 
regarded as unimportant. Al- 
though production has been con- 
centrated on telephonic products, 
there is no reason why operation 
could not be broadened. As a mat- 
ter of fact, the outlook is prom- 
ising for production of regular 


lines, inasmuch as the Bell sys- | 


tem’s operations are understood 
to have been converted to dial 
controls only to the extent of 
about 60 per cent. Requirements 
for coaxial cable systems for tele- 
vision transmission have been 
only slightly filled. 

Need for telephones is rising 
along with population growth. De- 
mand for service in recent years 
has been well maintained despite 
the fact that telephone installa- 
tions have hit a record pace In 
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filling deferred requirements. 
More than 31 million phones were 
in use at the end of 1948, an in- 
crease of 11 per cent for the year 
and a remarkable gain of 43 per 
per cent since the war ended. 

Reason for a _ conservatively 
optimistic outlook for American 
Telephone may be found in the 
fact that earnings have been im- 
proving since the 1947 squeeze re- 
sulting from the sharp increase 
in wage rates and the rigid rate 
structure for telephone service. 
Relief was obtained in many areas 
last year and further increases 
now are being sought by most 
operating companies to compen- 
sate for higher labor costs im- 
posed in 1948. It is calculated 
that total rate betterments now 
being negotiated may exceed $250 
million annually. 

The company will need to un- 
dertake additional financing in 
the not too distant future to meet 
the cost of the vast expansion 
program. This development will 
afford a test of the damage done 
to investment morale by the 
Justice Department’s suit. The 
management is loath to undertake 
any further financing through 
bond issues (except convertible 
debentures) since debt currently 
represents about half of capital 
structure. Under current condi- 
tions it would be difficult to di- 
vert earnings to capital improve- 
ments without paring the divi- 
dend rate, and management would 
be reluctant to reduce distribu- 
tions to stockholders even to put 
back money into improvements. 





Evaluating Consumer 
Buying Power 





(Continued from page 501) 
come. But during the latter part 
of 1948 it became apparent that 
that effect of these factors on re- 
tail sales began to wear off. This 
was most marked in the fourth 
quarter. During the first three 
quarters, the principal advance in 
sales was attributed to the rise in 
durable goods purchases. In the 
fourth quarter, such sales (ex- 
cept of automobiles) lagged ap- 
preciably with principal declines 
in house furnishings, hardware 
and various types of appliances. 
It is this declining trend in con- 
sumer durables which represents 
a significant development. 

_ One aspect of it is seen in the 
tightening of consumer credit 
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which between October-November 
rose only $200 million compared 
with some $600 million during the 
same period a year ago. In De- 
cember it again jumped to $600 
million under the impact of 
Christmas buying but a prompt 
falling back to the previous low 
level is indicated. While it is diffi- 
cult to determine to what extent 
the reduction in growth of con- 
sumer credit may be attributed to 
tightened credit controls or to re- 
duced credit requirements (re- 
flecting lessened consumer de- 
mand), this development clearly 
points to financial strain of con- 
sumers. 


Consumer Credit 


Altogether, consumer credit at 
the end of the year stood at a 
record high of $15.9 billion with 
instalment credit alone amount- 
ing to $8.2 billion. Needless to 
say, such a large consumer debt 
has a significant bearing on future 
consumer purchasing power in 
that it presents a mortgage on a 
sizeable portion of future in- 
come. It is gradually realized that 
the heavy postwar purchases of 
high-priced homes, automobiles, 
television sets, etc., must neces- 
sarily infringe on current and 
future purchasing power and 
weaken consumer demands for 
other types of goods. Together 
with the high cost of living, this 
has become an important econom- 
ic consideration. 

So much so that there is evi- 
dence that consumers find it 
harder to assume debt obligations 
under Regulation W. Auto dealers, 
furniture manufacturers and the 
makers of major appliances have 
made no bones about the restric- 
tive effect of the tightened credit 
rules on their sales potentials. 
Most people are unable to finance 
resultant high instalment pay- 
ments. So far the Federal Reserve 
Board has shown no disposition to 
relax these regulations. As it is, 
it has the task of trying to guess 
at what point credit controls 
should be eased before they be- 
come active contributors to defla- 
tion and not just a deterrent to 
inflationary demands. Apparent- 
ly the Board thinks that the time 
is not yet. Should present trends 
continue, however, an early deci- 
sion would not surprise. 

As outlined previously, there 
are many factors that tend to 
hold up personal incomes but 
there exist also basic forces that 
weaken consumer purchasing 





» CRown CorK & SEAL 
- CoMPANY, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day declared 
the Regular Quarterly Dividend of fifty cents 
($.50) per share on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal age 
Inc., payable March 15, 1949, to the stock- 
holders of record at the close of business Feb- 
ruary 18, 1949. 

The transfer books will not be closed. 


COMMON DIVIDEND 
The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 
Seal Company, Inc., payable February 28, 1949, 
to the stockholders of record at the close of 
business February 11, 1949. 
The transfer books will not be closed. 
WALTER L. McMANUS, Secretary. 
January 27, 1949. 

















NATIONAL CONTAINER CORPORATION 


A regular quarterly dividend of $0.296875 was 
declared on the 44,% Cumulative Convertible Pre- 
ferred Stock of National Container Corporation, pay- 
able February 1, 1949, to stockholders of record 
January 25, 1949. 

* 4 cg ” 

The Board of Directors of National Container Cor- 
poration on January 24, 1949, deciared a regular 
quarterly dividend, in the amount of twenty cents per 
share, on the Common Stock of the company, payable 
March 10, 1949, to stockholders of record as of 
February 15, 1949. 

Samuel Kipnis, President, announced that the com- 
pany anticipated negotiating a term loan in order to 
partially reimburse the treasury of the company for 
the unusually heavy expenditures made for plant 
additions and improvements. 











LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
~ February 3rd, 1949 


Ce) The Board of Directors has 


declared a quarterly dividend 

of 37ec per share on the out- 
standing Common Stock of the Com- 
pany, payable on March 3lst, 1949, to 
stockholders of record at the close of 
business on March 10th, 1949. Checks 


will be mailed. 
CHARLES C. MOSKOWITZ 


tce Pres. & Treasurer 








FIRTH CARPET 
COMPANY 


New York, N. Y. 
DIVIDEND NOTICE 


The Board ot Directors has this day declared 
a regular quarterly dvidend of 1.25 per share on 
the outstanding 5% Cumulative Preferred Stock, 
payable March 1, 1949 to stockholders of record 
February 15, 1949. The regular quarterly dividend 
of forty cents ($.40) per share has been declared 
on the Common Stock, payable March 1, 1949 to 
stockholders of record February 15, 1949. The 
transfer books will not close. 

Graham Hunter, 
reasurer. 


February 2, 1949. 

















EC CAN COMPANY, Inc. 
The first quarter interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable March 15, 1949, to 
stockholders of record at the close of 
business February 25, 1949. Books will 


not close. 
SHERLOCK McKEWEN. Treasurer. 
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power. Doubtless latent consumer 
demand is huge and far from 
fully satisfied but there is mount- 
ing evidence that effective de- 
mand, at current prices, has seen 
its top and may further decline, 
though probably only moderately. 
A major question is whether in 
the circumstances, production will 
go on and payrolls be maintained. 
They can and will if price and 
quality of output are such that 
consumers can buy. 

It is not just that the fever of 
postwar buying has cooled and 
that consumer buying is increas- 
ingly getting back to a replace- 
ment basis. The danger is that if 
prices remain high, or _ rise 
further, the replacement basis 
might be less broad than antici- 
pated, less than what’s needed to 
keep our plants running and em- 
ployment high. Productive capac- 
ity has been greatly enlarged in 
virtually every sector of industry. 
To use it profitably requires sus- 
tained high consumptive power 
and this cannot be maintained at 
today’s prices, and while existing 
price-income disparities continue. 
Generally, wages have been ris- 
ing with price advances but by no 
means for all consumers. This is 
now finally being felt. 


The hope is that nevertheless, 
a high rate of spending will keep 
business going during the year 
ahead and doubtless no drastic 
drop in consumer outlays is indi- 
cated. But even a relatively mod- 
erate decline can have wide reper- 
cussions in that it is bound to 
make for greater spottiness in 
business, due to resultant shifts 
in the direction of consumer buy- 
ing. As far as the overall prob- 
lem is concerned, tax policies, the 
price-wage actions of business 
and labor and credit policy will 
be important factors to watch. 





Trend of Events 





(Continued from page 492) 


ing union leaders that the Admin- 
istration wants to give up the 
power to use injunctions against 
unions, even in emergencies. It is 
clear that in the public interest, 
that power should not be given up. 
It should remain, and the condi- 
tions and manner of its use should 
be made less vague and uncertain 
than in the past. Congress should 
be precise about it, and write spe- 
cific rules for its use into law so 
that everyone concerned knows 
what the rules are. The power 
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should neither be thrown lightly 
away in the rush to repeal the 
Taft-Hartley Act and please labor 
on a political level, nor should it 
be left undefined. 





As I See It! 


(Continued from page 493) 
we don’t have to apologize or 
make explanations when Russia 
so accuses us. 

In a word, it seems clear that 
we must use common sense and 
a show of strength that will 
demonstrate our leadership to 
prevent Russia from frightening 
the world into believing that we 
cannot win out against her. At 
that point — we would have to 
dig in — and prepare to fight 
alone. To dilly-dally any longer 
makes us look absurd. 


BOOK REVIEWS 


OVERSEAS INFORMATION SERVICE 
OF THE UNITED STATES 
GOVERNMENT 

By Charles A. H. Thompson 

This book analyzes the main issues 
and problems arising out of our national 
decision to maintain a peacetime service. 
It points out major relations with na- 
tional interests and strategy,discusses its 
relationships with private communica- 
tions enterprises, its effect on domestic 
government public relations, its connec- 
tions with national and international 
standards and practices in the field of 
freedom of speech, and its interrelations 
with the United Nations and UNESCO. 
It shows some of the main organizational 
and operating problems involved. It 
deals with the relations of information 
to cultural relations and to psychological 
warfare. 

The main thesis of the book is that 
such a service is justified only as an 
instrument of national interest and 
national strategy, although not confined 
to short-run operations or effects. In a 
world of permanent peace, such a pro- 
gram would not be justified at all. Ina 
world of war, its justification is not in 
doubt. Only in the middle case does the 
problem arise of how best to adjust the 
various components of an international 
information program to the service of 
the nation. 

This study is rounded out by a survey 
of current activities conducted by the 
State Department and of information 
control in occupied territories. Present- 
ing, as it does, a detailed history of the 
operations of the information services 
of the U. S. Government, the volume is 
invaluable to librarians, radio special- 
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ists, publicists and to every serious stu- 
dent of the subject. 
The Brookings Institution $4.00 


THE MIRACLE OF FRANCE 
By André Maurois 

Andre Maurois’ civilized wit hag 
nowhere been better combined with his 
sane historical insight than in this study 
of his own country. As in The Miracle of 
England and The Miracle of America, 
his talented judgment sums up a na- 
tion’s long past, its institutions and the 
men who developed them over the cen- 
turies, so as to bring to life France’s 
essential character. Here is the story of 
the French people and of France, from 
its beginnings as a small beleaguered 
state on the Seine, through its days of 
glory when France’s will swayed the 
destinies of Europe, to the present, when 
France’s civilized influence is still strong 
upon the councils and the cultures of the 
world. 

In well-wrought narration and with 
the soundest analysis, Maurois paints 
the picture of France’s cumulative evo- 
lution in terms of the men who brought 
it about: in the early days, kings and 
cardinals; in modern history, lawyers, 
poets, Paris crowds. In the history of 
shifting Continental alliances and the 
rise of new powers, he demonstrates the 
conditions that made modern Europe’s 
destiny inevitable. Throughout the book 
runs its dual theme: France’s truly mi- 
raculous power of renewal after dis- 
aster, and the changing equilibrium 
among the government, the people and 
the men of power. The Miracle of France 
is a work of the greatest interest, for its 
keen characterizations of great men and 
for its finely wrought picture of a great 
nation, from earliest times to the pres- 
ent day. 

Harper & Brothers $5.00 


CORPORATION FINANCE 
By Floyd F. Burtchett and Clifford M. Hicks 
This revised edition of a text book that 
was widely used in leading colleges and 
universities retains the main contribu- 
tions of the earlier volume but has many 
new and up-to-date features which in- 
sure its wider usefulness. Although the 
text has been shortened, it is still a com- 
prehensive book, with 39 chapters total- 
ling 712 pages. It shows the ramifica- 
tions of the field and the development of 
problems in corporation finance. Among 
the subjects covered thoroughly are 
Policies of Capitalization, Corporate Re- 
construction and Dissolution, and Social 
Aspects in this field. Carefully planned 
questions and work projects for the vari- 
ous chapters, together with numerous 
tables and charts drawn from actual 
cases, make this not only an outstanding 
basic text for colleges but also for indi- 
viduals desiring a supplementary course 
in investments. 
Harper & Brothers $6.00 
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In this new market setting when the investment action 
you take is vital to preserving and building capital and 
income ... we suggest that you turn to THE Forecast just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. ForEcAsT SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. -_ Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded with graphs . 

are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
has gauged the movements of 


1947-1948 with high accuracy. 


Our 


market; 








2. Definite Advices on Intrin- 


spurance 


to you of satisfactory 
service is based on... 
—Our substantial growth in clientele over 
the past few years; 
—Our staff and facilities; 
—Our outstanding record . 


—Our more than 31 years experience; 

—Our high renewal percentage. We want to 
serve you so you will make The Forecast a out. 

| permanent part of your investment program. 


ing keynote ForEcAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
4... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold ... switch .. . or close 


. better than the 


A Plus Service . . . These con- 














sically Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections bonds and preferreds as well as 
common stocks. 


sultation privileges alone can be 
worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards. . 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW to receive our special new selections of 
“Undervalued Securities for Profit and Income” as recom- 
mended. At this time, you also have the advantage of 
our Special Offer of Free Service to March 15. Mail 
coupon below today. 








FREE SERVICE TO MARCH 15, 1949 
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e | 2-7 | 
Sp | MENT AND BUSINESS FORECAST | 
H of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
i | I enclose 1] $60 for 6 months’ subscription; [J] $100 for a year’s subscription. | 
Of fer: } (Service to start at once but date from March 15, 1949) | 
| SPECIAL MAIL SERVICE ON BULLETINS | 

| Air Mail: (1) $1.50 six months; [] $3.00 (] Telegraph me collect in anticipation of 
MONTHS’ one year in U. S. and Canada. important market movements and turning | 

l A . 
SERVICE $60 Special Delivery: 0) $4.00 six months; points .. . when to buy and when to sell. | 
| C) $8.00 one year. | 
12 MONTHS’ | | 
Name 
service $100 | 
1 Address | 
Complete service will start at | | 
once but date from March 15. | City State | 
Subscriptions to The Forecast | Your subscription shall not be assigned at List up to 12 of your securities for our ] 
any time without your consent. initial analytical and advisory report. 
are deductible for tax purposes. Ws: cts assets salto et alesse Nein ca thelial dei die tee nae aetna ele mtn kc Sia a aa 
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By CHARLES BENEDICT 


WHEN RUSSIA SPEAKS — 


RF he world’s response to Stalin’s interchange 
with the International News Service must have 
pleased him greatly. The hubbub of conjecture pro- 
duced by his inconsequential and inconclusive re- 
marks undoubtedly occasioned much gleeful back- 
slapping and laughter in the Kremlin. For he said 
nothing! 

Coming as it did, after Russia’s great victory in 
China and on top of 
the first concrete in- 
terest by the West in 
a North Atlantic De- 
fense Pact, this indi- 
rect and casual state- 
ment was clearly a 
propaganda measure 
designed principally to 
show that Stalin could 
make the world dance 
to any tune he played. 
And he won hands 
down. 

Instead of front page 
headlines in the press, 
his remarks should 
have been relegated to 
the back of the paper 
— and in small print. 
He was clearly “need- 
ling” the United States 
by his contemptuous 
approach to President 
Truman. 

Evidently Secretary 
of State Acheson could 
not resist puncturing 
Stalin’s propaganda 
balloon, which he did 
with precision and 
finality. However, it 
might have been bet- 
ter not to have dignified this back-hand communica- 
tion, for Stalin well knew this was not the correct way 
to approach the head of a great State. 

The object was to belittle — to confuse — to 
disorganize — and to produce hesitancy and inertia, 
under cover of which Stalin could carry on his work 
of destruction in accordance with the pattern now 
so familiar to the world. 

Thus far, Russia has prevented a defense coalition 
of the West and while focussing attention on Berlin, 
has practically completed the conquest of China. Her 
subversive cells in the United States blocked the 
using of the kind of counter-measures which alone 
could have defeated Russian plans in Asia. The 
oriental mind is an amazing and fearful thing when 
it schemes destruction. 

Stalin’s indirect method of approaching the 
United States at this time should be a warning to us. 
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‘ONE MAN BAND”’ 





Lewis in the Milwaukee Journal 








It is an expression of his contempt for us as op- 
ponents, designed to make the world believe it is 
going to be “duck soup” to prevent us from build- 
ing up a force strong enough to challenge him. 

And while he is keeping the leaders of the West 
in a dither, his next move is likely to be in the 
Middle East. The harsh realities of the war in 
Greece have been greatly minimized. The stark facts 
are that the Greeks 
have reached a point 
where resistance is in 
danger of collapse. And 
they must be adequate- 
ly strengthened if we 
are to prevent the Com- 
munists from breaking 
through. If this hap- 
pens, our position in 
that part of the world 
will be greatly weak- 
ened. 

In Iraq also, the gov- 
ernment is holding on 
by the skin of its teeth 
and Mr. Bevin’s lack 
of reason has made 
the position of leader- 
ship in the various 
Arabian countries very 
insecure and ready to 
fall prey to Russian 
subversive activities. 

The gain of the left- 
ists in the Palestine 
elections too, shows 
how well the Russians 
have turned British 
mistakes to their ad- 
vantage by creating a 
vociferous opposition 
in that country. 

All in all, Russia has laid the groundwork for 
aggressive action in the Middle East and such action 
seems inevitable if the United States fails to act 
with firmness and with complete understanding. 

Too few people realize that we are actually in- 
volved in a shooting war with Russia all over the 
world — in Palestine, in Korea, in Indonesia. And 
elsewhere there is merely a jockeying for position 
with too many of the advantages going to Russia. 

Therefore, let us ignore Russia’s propaganda ap- 
peals to world opinion — she pays no attention to 
it herself — as evidenced by the most recent of the 
many purges of prominent individuals, like Cardinal 
Mindszenty, and her destruction of freedom in one 
country after another against the will of the people. 

And let us remember too, that no one believes 
Russia when she charges the United States with 
war mongering, and that (Please turn to page 542) 


THE MAGAZINE OF WALL STREET 
















SORE a. 
























KK CPPOOOHOOOHOOOOSOSO OOOOH HOOOOOSOOOOOOOHOOOOOOSOOOLY 
° : 
: 
CT : s 
e a 
e * 
e 2 
Time To R : 
ime To Reappraise_ |: 
° ° 
e J 
e ® 
e <7 
é a 
i YOU R 
is > . 
ild- e * 
e a 
e e 
‘est : ; 
the ‘ ° 
in * j ° 
> e J ’ ° ° > 
icts ° e A Special Invitation to 
- : : sii 
vint ° : responsible investors 
3 in 4 - isha itias ' 
\nd ° : with °50,000 or more in 
poi Hr eecccccccccccccccccscccccccosceccccccccoscccococoos f investment funds. 
om- 
ing 
ap- 
in ow recently have you studied the financial status, operating ratios, 
sy earnings and dividend prospects and competitive positions of the com- 
panies in which your funds are committed? Have you weighed the effects 
Ov- of 1949 higher taxes, labor costs, demand trends? 
on 
eth ie ee “us 
a *%& Many uncertain investors merely held their securities unchanged through- 
ade | out 1948 while the market declined and scores of stocks lost 15% to 50% 
wo \ of their value. Over the long term this can prove a most costly policy. 
ery . P : . i 
r to * The coming twelve months will be highly selective. Prospects for indi- 
lan vidual companies vary all the way from record income and progress— 
S. meee ; ; 
eft- to probable slump. If your capital is important to you now is the time to 
ine take intelligent action. 
OWS 
sh * As a first step toward placing and keeping your account on a sound basis, 
ad- we invite you to submit a list of your holdings to us for a confidential, pre- 
g : liminary analysis—if your investment funds are worth $50,000 or more. 
1on | 
i‘ 
for — * Without obligation our staff will prepare a report pointing out your least 
ion Ff attractive holdings and tell you why to sell them. Valuable comments will 
wes be offered on your diversification, income and prospects for capital appre- 
in- ciation. You will be told how our counsel could help you and an exact 
er annual fee will be quoted. 
n 
ion [7 , , wis bs ; 
' * Merely send us a full list of your securities, giving the size of your com- 
ap- mitments, your buying prices and your objectives. All information will 
i be held in strict confidence. 
inal 
one a 
le. I mM S 
a nvestment Management Service 
ith . a 
9) Backed by 41 Years of Successful Service to Investors 
- NINETY BroapD STREET New York 4, New YorkK 











OF A SERIES 











VCO PIONEERS IN 


MANUFACTURING 
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LTALEVISTION 








-EROSLEY. Offers Television and 
Complete FM Radio in One Set 


HE TELEVISION SET shown above 
brings in a clear, bright image on 
a 10-inch screen. What’s more, it is 
also a full FM radio receiver. A com- 
panion set features a 12-inch television 
screen plus all-channel FM radio 


reception. 


Crosley’s leadership in television is 
soundly grounded on 28 years of experi- 
ence in radio set manufacture and radio 
broadcasting over WLW, the Nation’s 
Station, in Cincinnati. And as far back 
as 1939 Crosley began experimental 


television broadcasts. 


Crosley’s position in television is 


matched in other fields by other divi- 
sions of Avco. 

Avco’s policy of Planned Diversiti- 
cation unites the resources and experi- 
ence of these divisions. This creates 
corporate strength and brings advan- 
tages to each division which are passed 
on to consumers in the design and 
quality and long life of Avco-made 


products. 


ALCO 


MANUFACTURING 
CORPORATION 


420 LEXINGTON AVE., NEW YORK I[7 
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Operating Divisions 
CROSLEY DIVISION 
Television and Radio Receivers, 
Refrigerators and Appliances 
Cineinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sinks 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ohio; 
Sandwich, Illinois 
LYCOMING DIVISION 
lircraft and Industrial Engines 
Wilhamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Castings 
Williamsport, Pennsylvania 


Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP. 
Stations WLW and WLW-T 
Cincinnati, Ohio; WINS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freezers 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 


/ 


Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Trackless Trolleys 

Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 

Bus, Truck and Marine Engines 

Berkeley, California 

NEW YORK SHIPBUILDING CORP. 
Naval Vessels, Commercial Vessels 
Camden, New Jersey 
Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP, 
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